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PREFACE 


The National Planning Committee appointed in 1?^38, 
began its work early in 1939. After defining the nature of 
a National Plan, and determining the nature and scope of 
the work entrusted to them, the Committee issued an'ela-- 
boi%te and comprehensive questionnaire which was subse- 
queittly supplemented by specific details. Twenty-nine Sub- 
Committees, fdraaed into eight groups were set up with 
special terms of reference to deal with all parts and aspects 
of the national life and work in accordance with a predeter- 
mined Plan. 

, After some unavoidable delay in getting repliei^ to the 
Questionnaire, the Sub-Committees began their work, and 
submitted Reports, — some of them Final, some Interim. — 
which were considered at Plenary Sessions of the Parent 
Committee in 1940. Towards the end of that year the 
Chairman, Pandit Jawaharlal Nehru, v^as arrested and sen- 
tenced to a long term of imprisonpient, during which the 
work of the Committee had necessarily to be suspended. 

Oft his release a year lat?jr, hope revived for an inten- 
sive resumption of the Committee’s work. But the out- 
break of war with Japan, the threat to India’s own safety, 
aifd hectic march of politioal Wents, rendered it impossible 
to devote any attention to such work at that time. It, 
therefore, inevitably went into cold storage once again; and 

remained for the duration* of the war. » 

♦ • 

* “ . * 
When at last the War*seeme*d nearing its end, Plmdit 

Jawah^lal Nehru Vith oti^pr leaders was released*. The 

moment seemed again opportune to resume the work of 



the Planning Committee. Meetings of ;that Body werb heM 
in September and November 1945, when certain more 
virgent questions, already included in the programme of the 
National Planning were given a special precedence. A 
Priority Committee was appointed to report upon them. 
Changes and developments occurring during the War had 
also to be taken into .account; and another Committee was 
appointed to review the general instructions, given six years 
earlier to the Sub-Committees. Revised instructippc were 
issupd to them following the Report of this Sub-Committee; 
and the Chairmen and Secretaries of the several Sub-Corn-^ 
mittees were once again requested to revise and bring, up' 
to date, such of 'the Reports as had,already been submitted 
— either as final or interim — ^while those that had not sub- 
mitted any reports at all were asked to do so at an* early 
date. 

As a result, many of the Sub-Committees which had 
not reported, or had made only an Interim Report, put in 
their Reports, or finalised them. The Parent Committee 
has 'had no chance to review them, and pass resolutioi^s on 
the same. But the documents are, by then;selves, of sufii- 
ci^nt value-prepared as they are, by experts in each case, to 
be included in this series. 

The following Table shows the condition of the Sub- 
committee’s work, and the stage to which the Planning 
Committee had reached in connection with them. 
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To sum up. fourteen Sub-Committees had made final 
reports, of which ten have been considered, and Resolutions 
taken upon them, by the National Planning Committee. 
Twelve more have presented Interim Reports, of which nine 
have been considered by the Planning Committee, witii 
Resolutions thereon, while three Sub-Conunittfees have not 
yet presented any report on the reference made to them. 

The idea that all this material, gathered togotll^r with 
‘ the help of some of the best brains in India in the several 
departments of our national life, should be printed and • 
published .was before the Committee from the start. * But 
the interruption caused by the war prevented its realisation. 

It was once again mooted in 1941; hut the moment was not 
deemed ripe then for such action, partly because the leading 
spirits in almost every one of the Sub-Committees were 
unable to devote time and labour to bring their Reports up- 
to-date: and partly also because war-time restrictions or 
shortages had made scarcer than ever before the statistics 
and other facts, which particular sub-committees would 
need,' to bring their work up-to-date. The War time ndeds 
of Government had attracted several of tbefn to work on 
Government Bodies, Panels, or Committees. For all these 
reasons it was deemed undesirable that material of this 
character — ^valuable as it must be — should be put o^ in an 
incomplete, inchoate, obsolete form, which may reflect un- 
favourably upon Indian capacity for such tasks. 

C 

The last four years of the War were thus a period of 
suspended animation for the National Planning Committee. ^ 
^ Even after the end of the war, it has not been feasible for 
obvious reasons, for the Planning Committee to resume its 
work and finalise decisions. Continuous Sessions of that 
body are indispensable fcKr considering and taking decisions 
on the Sub-Committee reports presented since 1940, and 
putting all the material into shape, ready for publication, 
not to mention making its oi^n Report; but the politic^ 
situation in the country made 'it impossible. Other condi- 
tions, however, are somewhat more favourable than in 
1938-39, when the Central GovemAient of the country were 
all but openly hostile to such attempts. Lest, hoyrever, the 
momentary difficulties make for needless further delay, it 
was thought advisable by the Chairman anji the ufider- 
sign^d, that no more time» shoullj be lost in putting this 
material before the, Public. Following this advice, it is now 
, proposed to bring out a complice Series of, the National 
Planning Coifimittee’s Si^b-Committee Reports,, which will 
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serve as'^appendices to the Parent Committee’s own Report. 
The Plan of the proposed enterprise is briefly summarised 
below. 

Every Sub-Committee’s Report, which is jn a flnal form 
and on which the National Planning Committee has itself 
taken resolutions, will be edited anH published, with an 
Introdijg^n assigning their due importance to the sugges- 
tions an^ecpmmendations contained in that particular re- 
port, its proper place in the over-all National Plan; ’and 
•following it up, wherever necessary, by a kind of Epilogue, 
summarising the developments that have trften pldbe during 
the seven years, during which the work of the Plalming 
Committee had been in suspension. 

Those Reports, again, which, though in a final form, 
have not yet been considered, and no resolutions taken 
thereon, by the Planning Committee, will also be included 
in the Series in the form in which they were submitted,' 
with such Introduction and Epilogue to each as may be 
deeltied appropriate. And the same treatment will be 
applied^ to Repbats which are ‘Ad Interim’, whether or not 
the Parent Committee has expressed any opinion on. the 
same. They will be finalised, wherever possible, in the 
office, with such aid as the Chairman or Secretary of the 
Sub-Committee may be good enough to render. SuD-Com- 
..mittees finally, which have not submitted any Repoijt at all, 
— they are very few, — ^will also find their work similarly 
dealt with. The essence, in fine, of the scheme is that no 
avoidable delay will now be suffered to keep the National 
Planning Committee’s work from the public. 

Both the Introduction and the Epilogue will be supplied 
by the undersigned, who would naturally be grateful for 
such help as he may receive from the personnel of each 
Sub-Gk)mmittee concerned, ^he purpose of these additions 
is, as already stated, to assign its true place to each such 
work in the overall Plan; and to bring up the material in 
each "Report to date, wheyev^r possible. 

Not eypry Sub-Committee’s Report is sufficiently large 
to make, more or less, a volume by itself, ^ uniform size, 
for this Series, In such cases two or more Reports wilt be 
combined, so as to maintajjh uniformity of size, get-up, and 
• presentation of the material. The various Reports„it may 
be added, woidd not be takfen in the order of the classifica- 
tion or grouping originally gtven the Planning Cfommit- 
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tee; nor even of what may be called th6 intrinsic importance 
of each subject. 

In view of the varying stages at which the several Re> 
ports are, for,.reasons of convenience, it has been thought 
advisable to take up for printing first those which are final, 
and on which the Planning Committeee has pronoimced 
some resolutions. Printing arrwgements have befp made 
with more than one Press, so that two or three Bri^lorts may 
be taken simultaneously and published as soon as possible 
so that the entire series may be completed in the qourse 
of the year. ‘ ' 

Two other Sub-Committees not included in the list of 
Sub-Committees given above, were assigned special tasks 
of (1) preparing the basic ideas of National Planning; and 
(2) outlining the administrative machinery deemed appro- 
pria.te for carrying out the Plan. These were unable to 
function for reasons already explained. The present writer 
has, however, in his personal capacity, and entirely on' his 
own responsibility, published the “Principles of Planning” 
which attempt to outline the fundamental aims and ideals 
of a National Plan which remains to be considered by the 
Planning Committee. Similarly, he has also attempted to 
sketch an administrative machinery and arrangements, 
necessary to give effect to the Plan, when at last it is for- 
mulated, and put into execution. Notwithstanding that, 
these two are outside the Scheme outlined in this Preface, 
they are mentioned to round up the general picture of the 
arrangements made for publication of the entire worlr^ 
up-to-date of the National Planning Committee and its 
several Sub-Committees. 

The several volumes of Sub-Committee Reports, when 
published, will be treated as so many appendices to the 
Report of the parent body, the National Planrilng Cciinmit- 
tee. It is impossible to say when that Committee, as a 
whole, will be able to hold cpntinuous sessions, review and 
resolve upon Sub-Committee Reports which have not yet 
been considered, and lay down their basic ideas and govern- 
ing principles for an all over Plan, applicable to Ae country, 
including all t!ae facts of its life, and all items making up 
the welfare of its people. 

The distiurbed conditions a,]r over the country, apd the 
Labour unrest that has followed the end of the War heis 
caiised unavoidable delays m printing and publishing the 
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several "volumes in the series/ which, it is hoped, will be 
excused. 

In the end, a word of acknowledgment is necessary to 
put on record the aid received by the Editor in the prepara- 
tion and publication of -this Series. All those ^Xrho af'e 2 isso- 
ciated in the task, — members of the Parent Committee, or 
as Chairmen, Secretaries or Members of the various Sub- 
Commifteas; have labo*ured wholly, honorarily, and con- 
sistently striven to give the best that lay in them for the 
service of the country. Almost all Provincial Governments 
and some States, — the latter twice in some cases, — ^have 
made contributions towards the expenses of this office, 
which have been acknowledged and accounted for in the 
Handbooks of the Planning Committee, published earlier. 
Suitable appreciation of these will be expressed when the 
Parent Committee makes its own Report. At almost the 
end of its task, the expenditure needed to edit, compile, and 
otherwise prepare for the Press, the several Reports, has 
been«hnanced by a Loan by Messrs. Tata Sons Ltd., whiph, 
even when repaid, will not diminish the value of the timely 
aid, nor the sense ,pf gratitude felt by the undersigned. 

l5"j3y, 1947. } K. T. ShJ, 
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INTRODUCTION. 

Rural Marketing and Finan 

the first Sub-Committee, in the very first group 
f Sub-Committees, which deals with the Agricultural wealth 
f the country. It was given the following reference: 

(af organisation and technique of markets in nil'll areas 
at convenient centres; 

(b) storing and grading of commodities; 

(c) financing of such commodities while being marketed, 
and devising appropriate institutions and instruments 
to develop rural credit; 

(d) place and burden of middlemen in marketing; 

{*e) the necessary transport facilities; 

(t) method of distributing the portion needed for local 
consumption; 

(g) organisation of the village community for efficient dis- 
tribution of commodities and rapid turnover; 

(h) regulation and development of local trade, (including 
advertising) and control and regulation of prices; 

(i) correlating each unit’s trade with the means of pro- 
duction within that unit; 

(j) organisation of the unit’s trade with other units with- 
in the country or outside. 

Function of Exchange in National Economy. 

The importance of Marketing, or Exchange in the Econo- 
nic System as a whole need not be explained or emphasized 
lere. it is wt41 known that eveji if the exchange of commo- 
lities and services does not prc/iuce new material wealth, — 
t is exchange of wealth already produced, — it adds to the time 
ind* place value of commoditigs and services by bringing them 
rom the place where they may be in super-abundance to the 
Dlace or tim^ where they may be in keen demand. By this 
3 roces^ it facilitates division of labour and specialisation of 
functions; and so .actually adds^in course of time to the voldnCie 
)f production also. • 

Freedom of Trade Under Planned Economy. 

The reason„1however, why Jthis sjibject has special im- 
portance in planned economy and needs particularly'* to be 
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stressed is that, unlike other sectors of the econonuc system^ 
the domain of Ebcchange or Marketing is believed to be pecu- 
liarly sacred to individual initiative and freedom of enter- 
prise. Under a proper, comprehensive scientific Plan, how- 
ever, the field of Conjmerce — Exchange — would need to be as 
much controlled, regulated and co-ordinated, — even if it is 
not made a public monopoly — as any other aspect- of the 
nation£illy planned economy. Unless the closest* supervision 
and control are enforced on all exchange of commodities an4 
services, at home or by way of foreign trade, the entiue Plan 
would run the fisk of being frustrated and overthrown. 

>^'In the case of marketing of rural produce, such control 
and regulation are much more important than in the ^ase of 
large-scale, mechanised, well-organised industries, as the latter 
are much more competent to secure the maximum of their 
own benefit in Exchange. The villager, however, is usually 
ignorant and unorganised. He knows not the trend of the 
market or the mystery of price movements. His resources 
are limited; his need urgent; his dependance on other , parts 
of the economic system far more complete than is conducive 
to his own good. In a scientifically planned economic system, 
therefore, the organisation of efficient marketing arrange- 
ments must necessarily occupy a key position. 

Marketing Under Village Self-Sufficiency. 

The most superficial consideration of the Agrarian ecQ- 
nomy of this country would reveal the lack of proper market- 
ing facilities, or Sales Organisation, as among its most 
outstanding handicaps. There are a number of reasons, or 
explanations, as to why the Indian Agriculturist has not 
developed a suitable and sufficient machinery for marketing 
his produce, so that he could secure an adequate price for his 
wares, whether food grams, animal products, or raw materials 
of industry. He has worked all these ages on the basis of 
local self-sufficiency, wherein the village he oirdinariiy lived 
in tried to meet its own need§ from its own resources of man 
and material. Trade there was, both in ancient and medieval 
India as today; both internal and overseas; and that on a 
fairly large scale. But it was a trade in surplus or speciality 
which did not affect the basic self-sufficiency of the village. 
But that econpmy is breaking dojvn, even in the villages; and 
it^s place is being taken by large-scale, local fuid interliational 
commerce, — a world wide exchange of commodities, wherein 
an efficient marketing system becomes the indispensaole key* 
to, the entire situation. ' ^ 

while a fairly mo(jem and adequate trading mechanism 
h^is been evolved to suit moiiern conditions of a world-wide 
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market, as far as large-scale industry is concerned; while 
there are in the principal towns of India faiHy well organised 
stock and commodity Exchanges, there is no effective and 
appropriate corresponding machinery to cover* satisfactorily 
the rural areas, which consist of four-ftfths of the country's 
population, and account for an equally large proportion of its 
internal -and foreign trade. 

*Cash Economy — Peasant’s Handicap. 

• The main reason, besides the relatively archaic condi iiuiia 
of agrifcultural life in India, is to be found in»the illiteracy of 
the agriculturist. He is unaware of the available markets for 
his produce away from his own imn^diate circle, and of the 
conditions prevailing there. He is, therefore, an easy prey to 
the village merchant, who is almost invariably also the village 
moneylender, having the cultivator and all that is produced 
by him in his relentless grip. Nine out of ten agriculturists 
are indebted. At harvest time, therefore, they have hardly an • 
option but to offer their produce to the local merchant— on 
such terms as the latter may dictate. The peasant, moreover, 
has no staying poy^er. If he feels the price offered to him for 
his produce is insufficient, he cannot wait till a better buyer 
arrives, or a better opportunity presents itself. He has, for 
one thing, to meet his Land Revenue demand in cash, which 
is more a handicap than an advantage under a settled Govern- 
ment. Whatever the benefits of a System of Cash Settlement 
8f Land Revenue, fixed for a number of years, as a saftguard 
against corrupt Revenue Collectors, it has the great drawback 
of making the peasant unduly anxious to turn his crops into 
cash. The burden of the State thus conspires with the claims 
of the Moneylender to rob him of such choice as the cultivator 
may have for waiting till a fair deal offers itself. 

t 

Organisation and Technique of Rural Markets. 

Tl^se difficulties of the cultivator add to the effect of his 
general ignorance of business (Conditions around him, and of 
the ways and mesins of financihg his occupation and moving 
lus^ produce. The modern trsgisport facilities reach only a 
small fraction of the cultivating class. Most of the peasants 
are innocent in regard to the devious ways of the railway 
rating systeAi, the effect of the new and mechanised road 
transport, the alternative of water transport; ftnd, of cojirse, 
the mysteries of •claims for demurrage etc. Storing and gradihg 
. are equally uncommon; and the added advantage of* cold 
storage tf or perishable good5,,com, dairy produce, eggs and 
poultry, fruit, fish, etc., — is all but unknown to him. His tra- 
ditional bullock cart can effect 'but little transport,— ^perhaps 
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from the field to the merchant’s godown. He has conspicuous 
lack of barns, granaries and/or godpwns where he can house 
an4 hold his produce. He knows, of course, the quality of his 
own produce. But to ask him to guarantee uniform quality 
to a bulk purchaser, -and to maintain it year after year, is to 
ask of him the impossible. He has no conception of standardi- 
sation; and has not sufficient weight fed standing to^ffer his 
ovvm certificate as sufficient guarantee of particular quality. 
Marketing under modern conditions without such guarantee 
means needless handicap on the already overburdened cul- 
tivator. 

Peasant’s IndeMedness — Another Handicap. ^ 

The proverbial indebtedness of the peasant is no pecu- 
liarity of India. But the creditor’s demand for cash at incon- 
venient moments, and the tax-gatherer’s urge at equally un- 
seasonable times, makes him peculiarly exposed and vulner- 
able in the matter of staying power. The average Indian 
agriculturist has a holding, so scattered and scanty, so* dis- 
membered and dispersed, that he can hardly expect to eke 
out a decent living for an average family of five persons 
dependent on such a holding for their bare existence, without 
any thought of other creature comforts. He has perennial 
dread of failure of rainfall, or its irregular distribution, with- 
out which crops can scarcely be raised. The only effective 
guarantee against this handicap of Indian agriculture, irriga^ 
tion from rivers, wells or tanks, public or private, helps to- 
day, after a century of irrigation activity, only a sixth of the 
area under crops. Crop of foodgrains or raw materials, suffi- 
cient to meet the needs of a normal family, is accordingly 
available to an average cultivator perhaps once in three out 
of five years. This mean^; that the agriculutrist in this country 
cannot possibly have a surplus to form a sort of a basis for 
credit, or an insurance against the everydaj^ risks of his 
industry. And, not having ai?y such surplus he seldcto has 
the wherewithal to meet as and when the demands upon him 
fall due annually. Without knowledge, without credit, and 
without staying power, marketing his wares becomes for the 
Indian Peasant an act of urgent necessity which will only add 
lo increase and intensify his already unbearable r poverty. 

^ i MaJrketing Departments Organisation. •. 

It was the appreciation of these obvious difficulties of 
Agrarian Economy, which led the* Royal Commission op Agri- 
culture and the Indian Banking Commission,, to recommend 
an immediate institution pf adequate and appropriate Market- 
ing Machinery for the benefit of the Indian Farmer, With an 
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impetus from the Central Government, and armed with s 
subsidy from it, where needed, many of the handicaps noted 
above would disappear, or become ineffective. Each of the 
two great authorities named above had, no doubt, approached 
the problem from its own particular ar\gle, — though that of 
the Agricultural Commission was necessarily more broadbased 
than thrft^ of the Banking MIommission. Following these recom- 
mendations, the Central Agricultural Marketing Department 
qf the Government of India began in 1935 with the appoint- 
ment of an Agricultural Marketing Adviser, whose staff and 
scope of activities have grown in proportion aS the institution 
has proved itself useful. Provincial pid State Governments 
have been encouraged to reproduce a similar organisation in 
their own respective jurisdiction. Other organisations, like the 
Imperial Council of Agricultural Research, have offered their 
own quota in developing these much needed facilities in parti- 
cular directions or for specific commodities. 

• Functions. ^ 

• 

The main function of the Marketing Department is to 
carry out marketing surveys in the form of reports. These 
reports describe in detail the existing marketing organisation 
for the commodities surveyed, and make recommendations for 
their improvement. The information thus collected needs not 
only to be properly distributed, it needs also to be intelligently 
digested. And all the other items mentioned in the teripis of 
reference need similarly to be made the function of some sys- 
tematic organisation, with a branch in each village, to make 
rural marketing a real service to our aggregate agrarian 
economy. 

As an indispensable facility in marketing effectively and 
profitably, the Survey must also suggest ways and means for 
certifying and assuring quality to the buyer. After examining 
the cheipical pgroperties and physical characteristics of each 
commodity, its marketing survey ^ust give appropriate speci- 
fications, based upon such chemital and physical characteris- 
tics, and after adequate testing under working conditions. 

All-India Marketing Survey Reports of this kind have al- 
ready been made in respect of: — 

Wheat, linseed, eggs, tobacco, grapes, coifee,*potato, milk, 
groundnuts, rice, hides, sugar, citrus fruits, lac, skins, cocoarilitf 
gram, banana, cashewnut, barley, sheep and goats. 

Reports on fish, cattle, wool,.^and hair are shortly expected. 

Those on othA* commodities, like rape seed, mustard*and 
toria, stone and "small fruits, maize an^ millets, sann hemp^ 
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castor seed, ghee and other milk products, sesamum and niger 
seed, meat, poultry, mangoes, pulses, fibres and chillies, are 
at different stages of preparation. 

A good part of the value of these Survey Reports lies in 
the statistical material they collect and other objective infor- 
mation they provide. Wherever nececsary, these are and will 
be brought up-to-date from time to time. Such useful publica- 
tions as “A Handbook on the Quality of Indian Wool’’; or 
‘ Preliminary Guide to Indian Fish, Fisheries, and I^ethods 
of Fishmg and Guring” arise from the same basic material; and 
add to the effectiveness and utility of the Marketing Organi- 
sations and arrangements springing up all over the co^intry in 
the commodities surveyed. The existing machinery, in- the 
shape of fairs, weekly markets at central places, ‘“Mandies” 
and Co-operative Marketing Societies, — both for purchase of 
agricultural requirements and for sale of agricultural produce, 
have also been surveyed in some of these Reports; and sugges- 
tions made where they could be improved. 

During the War, and because of the urge created by it, 
the Government of India ordered rapid surveys being made in 
respect of certain vegetables like peas, beans, cabbage and 
cauliflower, tomatoes and carrots, bones and bonemeals. For 
the Indian Agriculturist’s benefit, similar rapid surveys were 
also ordered in 1943, in regard to modern agricultural imple- 
mentst and machinery. These reports have been submitted 
to Government, which, however, have not published them, 
for reasons of their own. Rapid Surveys of Milk (1944). and 
of Cordamuin and Arecanuts (1945) were also carried out 
for specific reasons. The publication of the reports is under 
consideration. 

c 

storage and Grading. 

As early as 1937, soon after the appointment of th^ Central 
Marketing Adviser, a Special Survey was carried out in regard 
to the Cold Storage and Special Transport necessary for the 
perishable products of Agriculture and connected Indu^ries 
e.g. eggs, fish, fruit, etc. In view of the shortage of specially 
suitable wagons for this task, and transport difficulties in 
general, further prosecution of this subject Has had to be 
deferred, thdugh trials of a specially suitable type of wagon 
tor cold storage and quick transport were cdrried out as early 
as 1940-41. 

besides examining the existing marketing facilities fox 
particular products, and suggesting ways and means of their 
imprdVement, the M^keting Department helps in securing 
knd maintaining proper quality. The Royal Commission on 
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Agriculture had recommended that organised trade associ- 
ations, dealing in agricultural products, should exert pressure 
for securing standaifdised and certified grade in leading com- 
modities of commerce, so as to obtain the best market for "the 
agriculturist. The preliminary marketing surveys had also 
emphasised this requirement; and so the Organisation was 
called upon to make physical grading and suggestions for 
suitable pac?king of certain commodities like fruits or eggs 
which won’t keep, and are liable to great damage in tranlit. 
Statutory Standards have now been prescribed for such 
materials. The terms of contract for some of* the sta|)le com- 
modities, like cereals and oilseeds, have also been standardised. 

^ ^ The Agricultural Produce (Grading and Marketing) Act 
oi 1937 defined standards of quality, and laid down methods 
of marking of prescribed grade designations in respect of the 
commodities mentioned in the Schedule. These now apply 
to: — 

fruits, eggs, vegetables, dairy produce, tobacco, coffee, 
hides and skins, fruit products, oil, oilseeds, vegetable oils 
(including hj^drogtoated oils and vegetable fats), cotton, rice, 
lac, wheat, sann hemp, sugarcane, gur (jaggery), myrobalams 
and bura. The ‘‘AGMARK” has become a recognised cur- 
rency of the agricultural produce market. And though the 
value of the produce coming under the influence of such 
marking and grading is still relatively small, — being ]^s. 8.13 
crores in 1944, and Rs. 7.31 crores in 1945 (over 70% of these 
being ghee), the idea is definitely spreading through the 323 
centres now functioning where standardised grading, and pack- 
ing according to rules, is made. The total agricultural produce 
needing to be exchanged may be estimated, after due allow- 
ance for the peasant’s own consumption, at Rs. 1,500 crores 
per annum at present prices. Seven or eight crores out of this 
is hardly one-half of one per cent. If the marketing organisa- 
tion is*to be ifeally effective, it i^ust be universalised; and must 
bring within its scope the entire produce of the countryside 
seeking to be exchanged. The Plan would be lacking in one 
of*its most important adjunjcts^if this system is not universa- 
lised and so made effective all over the land for all commo- 
dities. 

The war-tipie controls *and scarcity follo\?ing the w^r in 
given commodities, as well asf the difficulties in regard to trahs- 
port, are responsible for tl^e seeming decline in the system, 
recorded above. For the first grading, provisional standards 
were fixed for “experimental purposes; and these hav^ Been 
improved and ‘amplified by growing Experience. Tho process 
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is now carried on mainly on a voluntary basis, by packers 
holding a Certificate of Authorisation issued by the Agricul- 
tural Marketing Adviser. The packer thus authorised may be 
a private processor, a cooperative society, or a manufacturer. 
Their operations are controlled by a staff of inspectors recruit- 
ed from the Agriculture and Veterinary Departments of the 
several States and Provincial Governments. - 

fi 

^ Agmark — A Guarantee of Quality. 

The^ “AGMARK” is a guarantee of quality which is 
maitained by frequent analysis of samples. Ten thousand 
samples of ghee, and quite a large number of edijple oil, 
were thus analysed in the Central Control Laboratory .^t 
Cawnpore in 1945. The authorised Officers, Repjresentatives 
of Trade-Associations, and others specially authorised to visit 
the Grading Centres and inspect graded products, pick up 
samples for analysis and send them on to the Central Labor- 
atory. The report of the Analyst shows whether the pres- 
cribed quality was maintained. The Agricultural Produce 
(Grading and Marketing) Act was amended in 1943 to enable 
the cost of the system being recovered in some measure from 
the packers who were the principal beneficiaries under the 
Act. The Quality Control is thus becoming more and more 
selfsupporting, particularly in commodities mainly pi'oduced 
for the Export Market. 

As remarked earlier, until quite recent times, the Agrarian 
Economy of India was based mainly on local self-sufficiency. 
Such marketing of agricultural produce, and that of its associ- 
ated or dependent industries as there was, was local, i.e. to 
the village merchant, or in the neighbouring towns. With the 
growth of modern, mechanised, large-scale industry, and the 
advent of production for exchange instead of production for 
use, the need for a wider market was becoming daily more 
insistant. The requirements of a Foreign Gover*nment* which 
held sway until the 15th of Avgust 1947 in the country, also 
necessitated greater attention being paid to the export of 
Indian produce, — if only to facilitate the payment of the so- 
called Home Charges, which was a camouflaged tribute exact- 
ed by British Imperialism from India. 

The Royal Commission on Indian Agriculture emphasised 
th^ need for grading of Indian agricultural produce. If the 
cultivator was not forever to be* at the mercy of the local 
trader; * if he was not to be coniihed to a limited mat*ket in 
close viciiuty; Export Markets must be discovered or develop- 
ed for his produce. Thire is; no doubt, in many countries 
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considerable demand for Indian produce, as is revealed year 
after year in the Review of the Foreign Trade of India. The 
Trade Commissioners of the Government of India, both in 
Eastern and Western countries, have also pointed out again 
and again that the main obstacle in the way of pushing Indian 
Agricultural produce in the countries they were stationed in 
was an absence of standardisation in quality and guarantee of 
its being makitained. In consequence they have advised an 
organised attempt at improving the quality of exported goods 
ffom this country. 


Instances of Grading. 

mentioned already the Agricultural Marketing Depart- 
ni&nt has taken the matter in hand almost from its start. In 
1949 a Scheme was initiated by it for the grading and marketing 
of seedlac exported from India. During the period July 1941, 
to January 1942, two consignments of graded seedlac, weigh- 
ing 2|194 maunds, were exported to the United States. The 
report«on the first consignment was favourable, but the attempt 
had to be abandoned because of the abnormal conditions of 
war-time trade. 

The Scheme for grading and marketing Sann Hemp is still 
in its preparatory stage. But the combined efforts of the 
Agricultural Marketing Department as well as of the Trade 
C£>mmissioner in Alexandria (Egypt) have resulted i^i the 
introduction of the Indian tobacco in the Egj^ptian Market, 
where a good trade in the article has begun on the basis of the 
“AGMARK” grades. War-time demand for improving 
tobacco in India itself, and the difficulties of tran.sport have 
prevented the larger export market in this commodity in 
Britain or countries of the Near East Ijping properly exploited 
and developed. With the return of more normal conditions, 
the hope is not vain for a steadily improving trade in this 
regard. • 

The Australian Market for fndian Goat Hides offers simi- 
lar -prospects, if suitable quality can be guaranteed. The 
British Market is suffering for the moment from Exchange 
shortage; and the same difficulty hampers the Indian Exporter 
to America. Goat hair and Wool from India are other articles 
with export poijsibilities, which would benefit materiglly 
by properly standardised grades. Indian nuts, like cashew 
•or groundnuts, almopds or ^ricot stones, may likewise be 
advantageously used in the chocolate industry in couhtries 
like Canada, if ^dssurances of quality could be securecf and 
maintained; and* other such commodities may follow suit. 
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Growing Export Market— Its Limitations. 

The prospects of a steadily expanding Export Market in a 
growing variety of agricultural produce from India . must, 
however, not blind the Planning Authority for this country 
to the use of such commodities as raw material for corres- 
ponding industry in the country itsyelf. Most of the articles 
mentioned above could as well be worked up into finished 
products suitable for immediate consumption by developing 
the necessary industries, thereby providing additional arid 
profitable employment for India’s own labour and capital. 
The power that ruled in this country hitherto had its own 
reasons for emphasising the benefit of Export Trade to Indian 
Economy. But with the advent to power of a really popular 
Nationalist Government in this country, the very foundations 
of our archaic national economy would have to be reordered. 
It is in this regard that the preparation of a comprehensive 
Plan of All-round Development would be of lasting benefit 
to the country’s economy, and its people’s standard of living. 
But even from this angle, the importance of a proper and 
effective Marketing Organisation cannot be exaggerated. 

Storage Facilities in Rural Markets. 

Side by side with proper grading, and consequent guaran- 
tee of quality, there must be adequate facilities for storing 
commodities brought to market by the rural producer. In tfie 
days ' of Village Self-Sufficiency, when each producer sold 
direct to the village merchant, this need was insignificant. But 
with the growth of production for exchange to unknown 
buyers, the need for proper storing for sale at the correct 
psychological moment becomes inescapable. The organisation 
of Central Markets, under specific legislation in the several 
States and Provinces, Has gone some way, not only to provide 
sufficient space for holding such markets, and storing the 
wares; but also adding all the required facilities*-of cold storage 
and other preservatives for , perishable commodities, just as 
much as for watch and ward of the produce stored. A fuller 
development of this system Would obviate the need for unne- 
cessary cross transport, which is at present responsible for so 
much waste of energy. Bombay has recently legislated for 
providing Licensed Warehouses in the rural parts of the Pro- 
yin:ie, which, when universalised, would help the peaS&nt sub- 
stantially in realising a fair retifjrn for his labour. Such ware- 
housing would, indeed, be unnecessary to provide in every 
village. But if all convenient ‘tientres had such facilities, the 
cultivator would be frf ed from his present '4ependance upon 
the lodal trader, who ii also a money-lender. 
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Adequate Transport Facilities Indispensable. 

As an inseparable adjunct to proper marketing, adequate 
ind appropriate Transport Facilities are indispensable. India 
las today some 45,000 miles of rail roads. But they have to 
lerve an area of over a million and half square miles, which 
s quite»inadequate for satisfactory and profitable marketing of 
he produce* from outlying villages. As compared with the 
Jnited States, where they have over 200,000 miles of rail roafls, 
md sojne 200,000 miles of motorable highways,- —not to men- 
ion thousands of miles of navigable inland Waters , — “to serve 
i continental area of about double that of this country, India 
s deficient in roads, as well as railways; and has hardly any 
Lplwid water transport worth the name. The War and its 
iftermath had dislocated such transport facilities as this 
country needs; and so made the handicap greater than ever 
before. If the national economy is to be properly developed 
from all angles, and to safeguard equally the interests of all • 
sectfbns of the community, the available Transport facilities 
of e^fery kind will have to be very much improved and ex- 
panded. Even the principles of charging transport dues on 
the country’s produce need to be radically reconsidered from 
the standpoint just mentioned. The several means of trans- 
port, finally, ancient as well as modern, will have to be all 
co-ordinated and integrated ‘inter se,’ so as to form a single 
integral whole, and work as a real Public Utility Service for 
the country collectively. As, however, another Sub-Committee 
of the National Planning Committee deals with this problem, 
it is unnecessary to elaborate this matter any further. 

Price Control. Guarantee of Adequate Return. 

The exigencies of the War have brought a system of Price 
Control, which, though restricted ana halting in its conception 
and operation, is bound to play a most important role in 
planned economy. For sever^ articles of everyday necessity 
prices have been fixed, both ffoor and ceiling. This is an in- 
direct guarantee, an invisible subsidy — which has not always 
bfeen in the best interests of tHe producer, — e.g. in the case of 
raw cotton; but which is unavoidable so long as our national 
economy is founded on the principle of individual initiative 
and private profit. • , 

The system of Price Control has not worked without any 
hindrance; and the activities of the Black Market are notorious 
and widespread. Nevertheless control and regulation gf prices 
is inevitable, il the peasant is to be guaranteed a return 
for his labour and output. The Priorities Sub-Cortfoittee of 
the National Planning Committee has made a special point of 

o 
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this subject, in its recommendations; and the Revised Instruc- 
tions to the Sub-Committees from the parent body have also 
stressed the matter to an unmistakable degree. Tlie new Gov- 
ernment of the Union of India have set up a Price Control 
Board, whose recommendations have yet to be implemented. 
Perhaps the latest developments, following upon the Partition 
of the country, have left no lime to Government to deal with 
such basic problems of our national economy. But the exist- 
ertce of those grave problem is undoubted, and so, whenever 
a proper machinery is set up to carry out the Plan, ue may 
be sure 'this itefn will occupy no small place in it. 

Financing and Marketing of Rural Produce. 

For the greater portion of the rural produce, the net^o- 
sary finance is still provided by the Village Trader. Most of 
the peasants are indebted to him; and so hardly any fair deal- 
ing for the peasant is to be expected. The Co-operative Credit 
Society, established some forty-five years ago, has, froni the 
start, misconceived the real nature of our agrarian problem. 
No wonder then that it has made no progress comparable to 
the dimensions of the problem. The Reserve Bank of India, 
also, has a special Department for Agrarian financing. But 
that, too, seems not yet to have realised the true nature of the 
task before the country in this behalf. The linking between 
the country’s Currency and Credit system with the ultimate 
source of all national wealth remains to be forged; and so it 
will be no small feature of a proper National Plan, as and when 
evolved and worked, that sufficient and suitable financing 
agencies be established, and instruments devised, to familia- 
rise the agricultural producer with the mysteries of finance, 
the uses of credit, and the aid derivable from a proper banking 
organisation devised and operated specifically for his needs. 

Freedom of Trade in Planned Economy. 

In the system developed hitherto, as remai'ked alf*eady, 
the basis accepted is that of individual initiative and freedom 
of enterprise in marketing. For a Scientific National Plan 
of a comprehensive, all-embraciiig character, such freedom may 
be incompatible. The Plan itself may be wrecked, if the indi- 
vidual producer, whether of foodstuffs, raw materials of in- 
dustry, or cattle produce, is left free to seek his own 
interest, and only his own interest, in disposing of his produce. 
He must reaJise, that his produce is part of the aggregate 
national production, which will have to be distributed^ so as 
effectively to promote the aims of* the National Plan. He must 
imdersiand that the first claim upon his produce would be that 
of the national industry or local consumption in the country 
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itself. He must know that scientific planning of the entire 
national economy would have to be based on the principle, 
primarily, of production for use and not for exchange. He 
must learn that in the aggregate interests of natio¥ial econonfy, 
we shall have to avoid needless transportation of the same 
goods; minimise the intervention of the middleman; and regu- 
late the^ise of credit, so -as to guard against inflation, and at 
the same time provide a fair return for his labour. Market- 
ing, or Exchange, more than any other sector of our national 
efconomy under the Plan, would, accordingly, have to be so- 
cialised, and brought under the effective control, reglilation 
and management by some public authority. And that autho- 
rity ought not to be satisfied merely by certifying quality, or 
digjsiivering outlets, at home or abroad. It must see where 
each item would be most useful; it must see that each item 
is made available as and where and when it is most wanted; 
and so likely to be most serviceable in working the National 
Plan. It must adjust transport costs; ensure credit facilities'; 
provide against risks of transit, fire, or theft; it must, finally 
minimfee the burden of the middleman. Then only will the 
maximum advantage of the individual producer and of the 
country as a whole be achieved. 


K. T. Shah. 



Report of the Sub-Committee. 


The Hon. Gen. Secretary, 
National Planning Committee, 
Bombay. 


Wo, the members of the Sub-Committee on Rural Market- 
ing, and Finance, beg to submit our report which is enclosed 
herewith. 

The names of the members and the terms of referencC^cre 
given on the preceeding page. 

The first full meeting of the Sub-Committee was held in 
Bombay on September, 4, 1939. The terms of reference were 
discussed and clarified. Members undertook to submit^ notes 
dealing specially with those terms in which they were most 
directly interested. 

The full Sub-Committee met for the second time, also 
in Bombay, on December 17. The Secretary of the sub- 
committee had prepared “A Provisional Outline of the report 
on Rural Marketing and Finance’'. This preliminary report 
was read and approved at the meeting. A copy of it will be 
found at the end of the present report. 

The full sub-committee was called for the third time on 
March 25, 1940 to discuss the Draft of the Final Report which 
had been prepared by the Secretary. In the course of the 
week March 25, — March 30, the sub-committee held five sit- 
tings to discuss the Draft. 

Apart from these three full meetings of the Sub-Committee 
some members have occasionally met in Bombay to hold in- 
formal discussions. 

The Report, as it now sLands, practically covers all the 
terms of reference allotted to, us. Nevertheless, we intend to 
submit at. a later stage a short supplementary report on (a) 
Rural Finance — Need for Structural Changes, and (b) Co- 
operation — its Present Position and Future Possibilities in 
the Field of Rural Marketing and Finance. In a special note 
attached to the Report we have^ indicated th^ questions which 
we propose to investigate and also the nature of recommenda- 
tions -which we are likely to make. 

As was pointed out in para 7 of the pieliminary report^ 
referred to above, rurai goods do not constitute one homogen- 
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ecus group. They are so numerous and so varied in character 
that each commodity or group of commodities may be expect- 
ed to reveal difficulties which would apply only to that com- 
modity or group of commodities. We, therefore^ arrived at 
a workable classification of the whole range of rural goods. 
As we mentioned there, in order to do full justice to the pro- 
blem of rural marketing, one should investigate separately the 
position of each commodity or group of commodities taking 
into account the regional variations which are bound to h% 
pronounced in a vast country like India. 

• • 

In the Report which we now submit, special problems 
connected with many of these commodities have been touched 
upoiij but in the main we have dealt with questions which are 
colSmon to most of the categories of rural produce. We have 
not found it possible to study the specific questions connected 
with each rural commodity or group of commodities. The 
time at our disposal was much too short for the purpose. 
Beside, the data available at present are far from being 
adequate. Nevertheless, we submit that it would be useftil 
to collect and consolidate whatever data are at present avail- 
able on the marketing of each commodity or group of com- 
modities. This would render possible a much better appraisal 
of the present situation with regard to rural marketing, and 
also indicate the gaps in our knowledge, which are only too 
many at present, but which will have to be filled up sooner or 
latter as a preliminary to the actual solution of the various 
problems which crop up in this field. We must, however, 
leave it to the National Planning Committee to decide if any 
action should be taken along the lines just indicated. 

(Sd.) S. SEN, 

tHon. Secretary). 



PART I 

THE BACKGROUND 
CHAPTER 1. 

RURAL MARKETING AND FINANCE— 

ITS PLACE IN ECONOMIC PLANNING. 

1. The overwhelming preponderance of agriculture in 
the economic life of India is obvious even to the most casiaal 
observer. The introduction of modern factory industries into 
this country can no doubt be traced back to the middle of the 
last century. But under a laissez-faire-ridden Government 
rigidly wedded to a policy of free trade, industrialisation was 
bound to be a painfully slow process. The last Great* War 
prSvided, for the first time, effective protection to the 
struggling home industries: and, by the end of the war, some 
of them had made appreciable progress. The switch-over to 
a policy of discriminating protection, though so haltingly, one 
would almost say, grudgingly applied in practice, accc'lerated 
the pace of India’s industrial development. Of late the pro- 
cess has gathered further momentum. Indians are becom- 
ing more and more industry-minded: and nothing could bear 
more forceful testimony to this fact than the initiation of the 
National Planning Committee itself on whose behalf we have 
undertaken the preparation of this report. 

2. Nonetheless, modern industries in this country even 
to-day are but a mere sprinkling on a vast rural economy. 
Though the number of workers employed in factories has 
been increasing, there has been, pari passu, an enormous in- 
crease of population. Industrialisation has so far not been able 
to relieve the pressure of population on the land; and the pre- 
sumption is that, even in the last two decades, it has further 
grown in intensity. 70% of the total population are even to-day 
directly dependent on agriculture?' for their livelihood, and an- 
other 10% indirectly derive their income from the same 
source. 

o'* ^ 

r »3. The National Planning Committee has boldly set forth 
as one of its aims, that withiti ^ decade we should arrive at 
“a bal^ced economic structure in which about half tl^e popu- 
lation« would depend on agriculture”. The Jtotal population 
of India is at present in the neighbourhood of 400 millions. 
Tbe percentage of agricultural population cannot be put at a 
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figure lower than 70. The expected increase of population 
in the ten years to be covered by the National Plan can safely 
be estimated at 30 millions. A very conservative estimate 
would, therefore, require the transfer of 100 millions frqpi 
agriculture to other occupations in order to produce the 
^‘balanced economic structure*’ referred to above. The magni- 
tude of the task envisaged will be clear when it is recaSed 
that during a, period of unparalled industrial expansion bet- 
ween 1870 and 1914, Germany’s agricultural population ro- 
ntained steady while her industries could absorb only the net 
increase* in population, i.e. about 25 millions Jor the .whole 
period. 

4. What we are concerned with just now is that even if 
lOO^fnillions were transferred from agriculture to other occu- 
pations, we shall still have as much as 50 per cent of the popu- 
lation dependent on agriculture; and, with a population 
growing from year to year, this percentage will give us a 
higher absolute figure. In other words, however rapid may 
be the^process of industrialisation, agriculture will, for generja- 
tions to come, remain by far the largest single industry in this 
country. And, however, much we may modernise agriculture, 
the per capita distribution of cultivable land is bound to re- 
main very small, with the result that small-scale farming 
will predominate, unless, of course, revolutionary changes take 
place and the villagers are some day successfully initiated in 
the art of collectively undertaking agricultural operations. 

5. Consumption is the be-all and end-all of all produc- 

tion. In a country which is and which is bound to remain, 
so overwhelmingly agricultural, the importance of a rational 
system of msirketing the produce of the land, cannot be over- 
estimated. In fact, we are emphatically of the opinion that 
whatever plan the National Planning^ Committee may ulti- 
mately submit, its actual realisation will, in various ways, 
directly depend on the successful solution of the problem of 
rural mirketinfe. , 

6. The objective aimed at by the N.P.C. has been clearly 
formulated in paragraphs 10-13 pf the “Note for the guidance 
of Sub-Committees” (Vide Red Book of the N.P.C. , pp. 79-80). 
“The fundamental aim to be kept in view is to ensure an 
adequate standard of living for the masses. An adequate 

» standard of living implies a certain irreducible minimum plus 

a progressive scale of comforts and amenities !aia 

approximate estimate puts the average annual income •per 
capita aif Rs. 65. This includes the rich and the poor,, the 
town-dweller and* the villager. ‘The average of the villager .is 
estimat^ to be ’somewhere between Rs. 25 and Rs. 30 per 

9 
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annum per capita. This implies not only a considerable defi- 
cit in food supply but also in the other essential requirements 
of human existence. The national income must therefore be 
increased greatly during the next ten years to ensure an ir- 
reducible minimum standard for everybody. In order to 
secure this minimuih standard not only will it be necessary to 
increase production, but also to bring about a more equitable 
distribution of wealth. A really progressive stendard of life 
^ill necessitate the increase of the national wealth five or six 
times. But for the present the minimum standard which c&n 
and should be reached is an increase of national wealth of 
between two and three times within the next ten years. It is 
with this object in view that we should plan now”. 

7. What are the implications of Rural IVJarketing and 
Finance in this context? Firstly, marketing difficulties are 
often a serious hindrance to an increase in the volume of 
production, for there is no sense in producing goods unless 
tljey can be profitably marketed. Secondly, unless prociuction 
and marketing are correlated through some rational Scheme, 
the income of the village produced can never be at a maximum, 
for there would then be no guarantee that he would produce 
just the crop or just the type and quality of the crop, which 
would fetch him the highest price. Thirdly, in the absence 
of such correlation consumers also will suffer, as the commo- 
dity demanded by them may not be available; or its type and 
quality may be different; or, again, its supply may be unduly 
restricted. Besides, the more efficient the sj^stem of distribut- 
ing goods, the lower will be their prices and, consequently, 
the greater will be the benefit derived by the consumer from 
a given money income. Fourthly, the present system of 
marketing is wasteful and ther'' is considerable scope for 
economy. Such saviAgs, taken in isolation, may not look 
impressive, but when pooled, they reach an imposing total. 
To stop waste, it is well to remember, is als^ to add to the 
effective wealth of the country. As Dr. Gregory puts it, it is 
possible “to achieve very considerable aggregate results by 
unspectacular methods”. Fifthly, the development of indus- 
tries for which other sub-comrftittees will make their recom- 
mendations, will largely depend on a smooth and regular 
supply of the required raw materials; and this again presup- 
jiopes an efficient system of marketing. Lastly, anddr'ere we • 
come to the crux of the problem, the price which a village 
pro^ducer at present gets for* his crop is abnormally low 
because the services involved m the process of distribution, 
o.'g.,® those of middlemen, railways, banks, ^re disproportion- 
ately expensive. By f&r the*biggest task in rural marketing is 
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jvolve a system under which the costs of these services will 
brought down to an irreducible minimum, so as to ensure 
the primary producer the maximum share in the price 
d by the ultimate consumer for his produce. This would 
once raise his income by a substantial margin to which, 
[dentally, he is also morally entitled, and thus provide him, 
least partially, the wherewithal to work out his escape 
tn the vicious circle of low income and chronic indebtedness.^ 
ich has literally spelt ruin on him. 

8. • what has been said it is abundantly clear that, 

any scheme of economic reorganisation of India. * rural 
rketing is bound to occupy the key position. 



CHAPTER II 


RURAL MARKETING AND FINANCE; 

PART OF A WIDER PROBLEM 

9. Cause and effect are not seldom relative conceptiqns. 
In economic life especially, it frequently so happens th&t what 
is cause in onfe particular context, becomes an effect in another, 
and vice versa. It has been argued above that rural market- 
ing is the crux of the economic problem of Rural India, and 
that on it will very largely depend the prosperity of the fttf^er. 
It can, on the other hand, be argued almost with equal force 
that the great stumbling-block in the way of evolving a more 
efficient system of distributing rural commodities, which 
would perceptibly raise the share of the farmer in the price 
paid by the consumer for his crop, is his incredibly ^ow in- 
come. Because his income is so low, his credit-worthiness 
suffers, so that he has to pay a prohibitive rate of interest for 
his loans, if he gets them at all. For the same reason his stay- 
ing power is almost next to nil and, being perpetually hard- 
pressed for cash, he has to dispose of his goods in a manner 
which is least favourable to him. He has no resources to 
sen(| his produce to a relatively distant market where better 
prices prevail and/or to wait till the seasonal glut subsides and 
the prices show an upward trend. In other words, the 
Indian farmer is poor primarily because the system of rural 
marketing is defective, and the system of rural marketing is 
defective because, above all, the farmer is so poor. Poverty 
breeds poverty. Its effects are cumulative. 

10. It is, in our view, of overwhelming importance to 
bear this truth in mind. The problem of rural poverty cannot 
be tackled in a piecemeal fashion. The attack has to be 
launched simultaneously in* more than one front. Any step, 
calculated to raise the money income of the peasant, will also 
tell in developing a better mariceting organisation. Our sub- 
committee is not directly concerned with an investigation of 
all the channels through which the income of the villager 
CQuld be augmented. We can therefore offer; only a fetv^ general 
observations on some relevant^ points. 

'11. Every text book on^Indian economics contains a list 
<5f the evils from which the villager suffd^s. The causes of 
rural misery are not* unkrfown. The diagnosis has, in fact, 
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been done over and over again. Effective remedies have also 
been suggested in many official and non-official publications. 
If, in spite of it all, so little headway has been made so far iij 
the actual solution of the problems confronting us,*it is in the 
main because little action has been taken to carry them out in 
practice. A bolder initiative and much more energetic action 
than has hitherto been the case are our first desiderata. 

12. Leaving aside such a general question as relieving the* 
pressure of population on land, and the more technical one of 
rural marketing which will be examined in all its •aspects fn the 
subsequent chapters, there is, even within the present frame- 
work of the village economy, considerable scope for iniprove- 
ment^which will result in an appreciable rise in the income of 
the villager, for example, even if we leave out of account 
such revolutionary proposals as collectivisation of land, the 
consolidation of holdings can go a long way in counteracting 
some of the glaring evils of excessive sub-division and frag- 
mentation of land. Experience in certain parts of India^ 
particularly in the Punjab, has convincingly shown both the 
feasibility and the advantages of such consolidation. 

13, A country like India, with its vast agricultural popu- 
lation, is bound to remain a country of small-scale farming 
par excellence. It has been pointed out before, that industrial 
development with the consequent employment of a much 
larger number of workers in factories cannot by itself cr^sate 
those conditions in which large-scale farming will become a 
feasible proposition, although such industrial development is 
indispensable in order to avoid a further deterioration of the 
position. Now, in a country where small-scale farmers seem 
to have come to stay, there ought to be a correspondingly 
strong emphasis on intensive cultivation. Yet just m this 
respect India remains one of the most backward coun fries of 
the world. Although the small size of holdings coupled with 
relatively* cheap*labour necessarily, imposes restrictions on the 
machinery which could be economically used by the Indian 
farmer, there is still scope for a good deal of improvement 
upon the tools and implements now used. Besides, consolida- 
tion of holdings, as suggested above, will further widen this 
scope. A proper selection of the crop grown based on a close 
study of the relative profitability of a number qf crops and 

* a similar *selection .of the right variety of that crop, if accoifi-» 
panied by adequate care to select the best and uniform seeds 
for growing that variety, will considerably increase the VjJue 
of the pro^ce raised by the farmer. It is in this context tjiat 
the question of correlation between marl^ting and agricultural 
production becomes important The economics of manuring^ 
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has been neglected too Jong in Indian agriculture. Let us also 
remember that of all the impoilant agricultural countries of 
the world, India is perhaps the only one which does not make 
■ally mentioliable use of night-soil for manuring purposes. A 
golden manure, says Mahatma Gandhi, worth lakhs of rupees 
thus runs to waste year after year. 

• 

14. In irrigation much has no doubt been done, but very 
Inuch more still remains to be done. In an agriculture notori- 
ously dependent on a precarious monsoon, the importance *of 
water-supply cannot be too strongly stressed. The damage to 
civops caused by excessive or deficient rainfall may safely be 
put at crores of rupees, and the average yield per unit of land 
which is appallingly low in this country, is still further loAS^red 
by this factor. The major part of this loss could be prevented 
if human enterprise were to rectify the caprices of nature. 
A proper system of irrigation coupled with river training 
•would open up new vistas of possibilities in our agriculture. 
Uncultivable waste lands could be brought under the«plough 
in many cases, and the land already cultivated could be made 
to yield a better and richer harvest. In this connection minor 
works of irrigation such as wells, tanks and dams, should not 
be overlooked. They already play a vital part in our agricul- 
ture; and their utility could be immensely increased by a pro- 
perly co-ordinated plan for their extension. To take one 
example, a careful investigation carried on by the Sriniketan 
Institute of Rural Reconstruction, Viswabharati, has shown 
that, if the silted-up irrigation tanks in the western districts 

. of Bengal were re-excavated, the average yield of r»ce per 
acre could be increased from 12 maunds per acre to about 
20 maunds per acre. In other words, with comparatively 
little trouble the income of the cultivator could be raised by 
50 per cent. Such pbssibilities, we have reasons to believe, 
exist in many other parts of India. 

15. Scientific horticulture is still in its incipfent stage 
in India. Animal husbandry coupled with dairy products 
holds out great promise. The same remark applies to a 
number of processing industries. Lastly, cottage industries, 
if judiciously selected and properly directed, would provide 
another source from which the farmer could supplement his 
income. The period of enforced idleness may no ^doubt be 

• curtailed if the various measures hinted at above, were carried 
thl'ough, but it is very unlikely that it could be completely 
wiped off. The question of ’some subsidiary ocoupation is 
therefore bound to remain urgent for a long time to come; and 
such» occupation will? have* to be provided • by some kind of 
-cottage industries. 

» • 
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16. We are aware that all the questions raised above 
have been entrusted to other sub-committees for investigation. 
The point we are trying to emphasise in this chapter is that, 
while for the sake of convenience different sectors of rur^l 
economic life have to be considered separately, in reality they 
are interdependent; and the degree to which an attack in one 
front will be successful, depends very frequently on what is 
done simultaneously in other fronts. The ultimate objective 
of the national plan is to raise the standard of living or the lev^ 
or incoipe of the whole population. Rural marketing is only 
one of the factors, though a very important on^, on which the 
realisation of this aim will depend. By an efficient syslerrf of 
rural marketing we can add substantially to the income of the 
pea&£fnt, but there are other avenues through which a similar, 
sometimes even a greater, increase in income can be brought 
about. The extent to which, these other avenues are success- 
fully exploited, will largely determine the extent to which a 
better marketing organisation can be brought about, all the *' 
more ^o because, as we shall see later, subsistence farmmg 
has led, in a large number of cases, to a unified control of the 
operations of production and marketing by the money-lending 
class. 

17. The need for a well-planned, all-round attack on the 
various problems of rural life has in recent years been en- 
hanced by the legislation for tackling the problem of, rural 
indebtedness. In our opinion it had become urgently neces- 
sary to lighten the load of the farmer’s debts. The legislation 
passed with a view to scaling down the debts w'hich held been 
piled up for generations, is also sound in principle. At the 
same lime we are strongly of the opinion that such legislation 
by itself cannot be more than a palliative, and a permanent 
amelioration in the economic life of the fanner can be brounght 
about only by a rise in his income. The fundamental cause 
of rural* indebtedness is that the farmer, with his present level 
of income can hardly make botl] ends meet even in a normal 
year, so that a slight rise in his expenses owing to illness, etc. 
or a slight fall in his income owing to a crop failure or a fall 
in his produce, compels him*to have recourse to the money- 
lender. Once involved in debt he has, of course, to pay 
interest and capital from his ^lender income witj;i the result is 
that he^^tends to get more deeply into debt. Recent debt legis- 
lation has shaken the confid^ce of the money-lending plass 
to such ^ extent that in many cases it has become difficult to 
borrow Wen for ^productive pmrposes, no matter how hjgh a 
rate of interest jnay be offered. , Therp is thus all the greater 
reason why all possibilities of augmenting and supplerflenti^ 
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the income from the cultivation of land should be fully ex- 
plored and exploited. 

• 18. Luakily, there is a growing appreciation of the needs 
for an all-roimd attack on the rural problems. This is reflect- 
ed in the emphasis which is now laid on the multi-purpose co- 
operative societies. It cannot be denied that in the past too 
much concentration on credit discredited the co-operative 
movement in this country. More and more people are coming 
to realise that cheap money alone cannot lead us very far, an*d 
that money caflnot in the long run remain sufficiently cheap 
unless there is a real improvement in the credit-worthme.ss of 
the farmer, that is, unless steps are taken to raise his income. 
If the co-operative movement is to become a potent factoii^in 
the rehabilitation of the economic life of rural India, it will 
have to give up its almost exclusive concentration on credit, 
and bring within its ambit operations relating to production, 
* marketing of village produce, etc. 



CHAPTER III 


THE PRESENT SYSTEM OF RURAL MARKETING 

• 

19. Remedy presupposes diagnosis. Without a full 
knowledge of what is, we cannot recommend what should he. 
This chapter will accordingly deal with the present system of 
rural iharketing, with the existing ills and thoir causes. 

20. We have spoken above of the present system of aural 

marketing. In fact, it would have been much more appro- 
pai^e to speak of the present lack of system in this field. As 
in other spheres of India’s economic life, laisses-faire has en- 
joyed an unusually long lease of life also in marketing. 
Control, regulation, guidance have been conspicuous by their 
absence. There is a jungle of rules and regulations, written or- 
unwfitten, of weights and measures. It would be futile, to 
attempt to bring them to a formula which would be uniformly 
applicable to the whole of India. The present state is the 
resultant of the blind operation of various socio-economic 
forces: rapid growth of population, progressive ruralisation, 
gradual break-down of the village economy and so on and so 
forth. We have enough of modem industries to ut>3et the 
fine balance which every village had struck between agricul- 
ture and cottage industries, yet we have not even approxi- 
mately enough of them to arrive at a new one. We have enough 
of communications to break down the isolation of village life, 
but certainly not enough to bring about a new equilibrium 
and turn the village into a unit of a larger and well-integrated 
system. The farmer has been brought into contact with the 
world market, yet there has been no commensurate change in 
his moral and material equipment. We are, in short, passing 
throu^ the 'painful stage of transition from the medieval 
economic system to a modern ,one. The process is the more 
painful because we have all the while been drifting from the 
one to the other. The raison d’etre of economic planning, as 
undertaJcen by the N.P.C., i^ above all to expedite this process 
and arrive at a new equilibrium of social and economic forces 
with the minimum of suffering and waste. What holds good 
for the whole Planning Committee, also applies to its •part. 
The main problem before oi^l: sub-committee is to reconmehd 
steps for evolving a system put of the present systemless state 
in rur^ marketing. • 

21. The -difficulties from, whi^ the village producer 
suffers in marketing his produce can be traced back to J^e 
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dislocation caused by the impact of modern industrialism on a 
rural economy. More specifically, they can be brought under 
three inter-connected heads: The farmer, in general, sells his 
produce at an ^unfavourable place, and at an unfavourable time; 
and usually he gets very unfavourable terms. Place, time and 
terms — these three factors provide us with the clue for an 
understanding of the existing position. • 

22. The nearest place where a fai mer sells 'his produce 
i.s-^his own village. “It has, we think, been established that,^ 
where the cultivator is in a position to dispose of his produce* 
in a mcK’ket, however limited its scope and badly organised 
its character, he obtains a much better price for it, even when 
he disposes of it in his own village.'’* The effective price 
realised by the cultivator is further reduced by malpracttocs 
which are, as rule, more common in the village, •than in the 
market. It is, therefore, important to know the exact nature 
of these malpractices, the causes of village sales and the rela- 

wtive proportions of sales in villages and sales in markets. Let 
us consider these points in the reverse order. • 

23. In the village the produce is sold to the SoXocar, 
Bania, landlord, prosperous tenants, Beparis and agents of 
wholesale merchants. The statistical information available 
on such sales is unfortunately very meagre But it cannot be 
doubted that village sales occupy a very important place in 
the marketing especially of food-crops. The following figures 
will throw some light on the question. In the U.P. 30 p.c. of 
the wh^at grown is sold in the village, in Ljyallpur the percent- 
age is 52, while in AUock District (Punjab) it is as high as 98. 
As for paddy, 89 p.c. is sold in the village in Bihar, 72 in Bengal 
and 89 in Madras. In the case of cotton, the village sales 
amount to 79 p.c. in Sind, 81.4 in Khandesh, 51 in Central 
Gujrat, 80.5 in the Punjab. With regard to the sale of lin- 
seed it has been estima^d that the All-India average of the 
percentage taken to the Market for sale by cultivators them- 
selves is only 20 as against 40 p.c. sold by landlords and <15 p.c. 
by Beparis. These are only h few stray examples, but we 
have strong reasons to believe that a considerable part of every 
important crop in India is sold in the village. 

24. The most important cauSl? for the high percentage of 
produce sold in the village is, without doubt, the indebtedness 
of the producer. Among cotton ^ growers 71 p.c. in North 
Gujrat, 82 in Aiiddle Gujrat, 78 p.c. in East, Khandesti and 
94*p.c. in Sind have to borrow; ^nd the percentage of loans 
taken*^from the Sowcar amounts tp 90 in Gujrat, 65 in Middle 
Gujrat,* 53 in East Khandesh aivJ 77 in Sind. In the TAttock 
Disfrift; of the Punjab 98 jd.c. of the wheat is sold in the village 

>i>PArkAT>f r*f Prkval PoTnfni««inTi nn Affririiltare. D. 388. 
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by cultivators, 88 p.c. of whom are in debt. A cultivator who 
has to borrow heavily for growing a crop, often mortgages it 
in advance, so that the sale of the produce, which is hardly 
more than a mere formality, takes place almost jn his fields as 
soon as the crop is harvested. In other cases where the crop 
is not formally pledged, it has to be disposed of almost im- 
mediately after harvest in order to pay off the debts to the 
So wear. * 

25. ^ In the last chapter we have broadly indicated the 

causes of rural indebtedness. Any factor which leavers the 
income of the cultivator or enhances his expenses toryds to 
increase his debt. Nevertheless, had there been suitable 
oredit institutions for advancing loans to him at a reasonable 
rate of interest so that he might raise his crop and sell it as a 
free agent in the best market, be would realise a higher value 
lor his crop and his financial position would correspondingly 
improve. We shall deal with this aspect of rural marketing 
in Part V of the Report. ^ 

26. The second important factor which is responsible for 
the high percentage of village sales is the unsatisfactory nature 
of communications with the nearest market. With bad roads 
transport costs tend to become heavier. At times the producer 
has no cattle and carts of his own by which he could.transport 
his produce to the markei-place. In sugar-cane growing areas 
the animals are either engaged m crushing cane just afLe?r the 
winter paddy harvest, or in transporting cane to the mills; 
so that, the supply of carts for ihe transport of other kinds of 
agricultural produce is small. In irrigated tracts in the west 
of the United Provinces, where cotton or fodder crops are 
sown just after the harvesting ol the Bari or Spring crops 
the grower has practically no timt to go personally to the 
market. 

27. It fnust, however, be pdmitt»>d that these are marginal 
cases where the cultivator dfjes not labour under any of the 
disabilities mentioned abf)ve, and would normally have taken 
his produce to the market had not the chaotic conditions pre- 
vailing there deterred hirn from doing so. As the All -India 
report on wheat marketing points out (p. 44), when a wheat- 
grower takes his produce, to the market, h^ is at once con- 
fronted by a host of agents: the Kachha arhatiya and ^out, 
the dalal, the rola who drgfeses his wheat, the weighrnan, the 
charliifLva who fills the scale pan, the arhatiya’s cook and a 
horde of beggars of every dcsscription all regard them'selves as 
entitled to a. share of his prpducey “It is not surprising if 
many cultivators rather than face this appalling array, p£efer 
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to sell their grain to the hanya or the itinerant ghumars and 
tolis who come round the villages”. 

28. Before turning to an analysis of the conditions pre- 
vailing in marketplaces, let us see in what respects the culti- 
vator stands to lose if he sells his produce in his village. 
Firstly, because, as mentioned above, most of the grower.s who 
sell their produce in the village are heavily indebted, their 
baigaining power as against the creditor-buyer is almost nil. 
They have very often no other alternative but to accept the • 
terms offered to tjiem by the Sowcar. There is not the :Aight- 
est doubt that these terms are very unfavourable to the 
grow&, as the Sowcar is naturally templed to take full advant- 
age of his helpless state. Had the grower been a free eco^ 
nomic agent, he could then in the majority of cases, realise a 
higher net return for his crop by disposing of it in the nearest 
market, though the conditions prevailing there are by no 
me^s ideal. Secondly, there is a strong presumption that 
abuses in weights and measures are more frequent in the^vil- 
lage than in the market. Lastly, as in the case of unregulated 
markets, there are, also in the village all kinds of deductions 
and allowances which further reduce the net price realised 
by the cultivator. 

29. Let us now turn to the so-called markets, that is to 
say, those which do not come under the regulated category, 
and which still constitute the overwhelming majority of the 
total markets in India. There are a few illuminating pages 
in the Report of the Royal Commission on Agriculture, where 
attention has been focussed on the chaotic conditions prevalent 
in these markets. Twelve years have passed since that Report 
was published. In the meantime a beginning has been made 
and some legislative steps taken to improve the position. On 
the whole, however, the pkrture which was drawn at that time 
faithfully reflects the state of affairs in Indian markeis even 
to-day. It would, therefore, not be out of place he:i;e to enume- 
rate the weaknesses which the Commission pointed out. 

30. As examples of the disorganised state of marketing 

agricultural produce, attention was drawn to the marketing of 
cotton in Khandesh, jute in Bengal and rice in Burma But 
complaints flowed in from all provinces about the disabilities 
under which the cultivator had to l^our in selling his produce 
in markets. These disabilities could be sumnjed up a^ fol- 
lows:— \ 

(a) Scales and weights are* manipulated against the 
seller. ^I’his practice is rendered easier by the ^act that there 
are no standardised weights an<l measures, nor any provisions 
for regular inspection. 
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(b) There are all kinds of arbitrary deductions for reli- 

^ous and charitable purposes and for other objects. The 
burden falls entirely on the seller and he has no effective 
means of protest against such practice. • • 

(c) Large quantities are taken away from the produce 
of the cultivator’ as “samples”. At the time the Commission 
reported, these amounted to as much as five to eight seers per 
cart of cotfon in Khandesh. The cultivator is not paid fyt ” 

.them even when no sale is effected. 

(fl) Bargains between the agent who atets for t!he seller < 
and the one who negotiates on behalf of the buyer, are made 
secretly under a cloth so that the seller remains ignorant of 
vyhat actually takes place. 

(e) The broker whom the cultivator employs is more 
likely to favour the purchaser with whom he comes into con- 
tact almost daily than the seller whom he only sees very 
occ^ionally. This tendency becomes all the more pronounced 
whe^, as it frenqently happens, the same agent works for both 
parties. 

(f) When disputes arise, the cultivator has no means of 
safeguarding his interests. To take an example, in Kliandesh, 
after the preliminary negotiations in the market-place are 
over, the cotton cart is removed to the ginning factories where 
weighment and often the real bargaining takes place. Allow- 
ances in the form of reductions iij price and/or concessions in 
weight are frequently claimed on the ground that the cotton 
is not up to sample, or is damp or has a low ginning percentage. 
The cultivator who has come all the way and borne the costs 
of transportation has at this stage no other option but to accept 
the terms. “The enquiries made by the Indian Central Cotton 
Committee showed that greater use cJl the markets is not made 
vl cultivators because of the disputes which arise after weigh- 
ment Jias commenced in regard to the rate and because of 
arbitrary deductions from the \veight”. 

31. From the All-India marketing reports it is clear that 
these anomalies persist even to-day. In para 27 we have 
listed the various deductioris to which a wheat gi’ower has to 
submit when he brings his produce to the market. As regards 
the incidence of these charjges, the Report stajtes further that 
^‘in the Colony markets in the Punjab these are as low# as 
Rs. 2-1-3 per Rs. 100; but ijl the central and eastern niarkets 
of the United Provinces th^ total charges may amoupt to as 
much ’as Rs. 7-13-0 per Rsi 100”. The great objectiop to 
. these market cjliarges, as the Report vightly points out, lies not 
only in their multiplicity but also in the fact that the^ arejjot 



NATIONAL PLANNING COJtfMITTEE 


clearly defined and specified, so that in every market each 
separate charge can and in fact is exaggerated in individual 
cases. The All-India Reports on Linseed and Toba(’co tell 
mofe or less the same story. 

32. The element of time is an important factor cind this 
for a double reason. The marketing possibilities of perishable 
commodities such as vegetables and fresh fruits depend very 

-icapgely on the rapidity with which they can be transported to 
the market place. Communication is therefore of the utmost 
importance in this case. As regards non-perishable cc#mmo- 
ditie,s, the price to be realised by the cultivator depends among 
other things on when his produce is marketed. The n ajority 
of the Indian cultivators sell their produce within a very short 
lime after the harvest, with the result that the market 'is 
glutted and the prices go down considerably. As soon as 
the seasonal congestion is over, there is a rise in the prices. 

.The cultivator who sells his produce at the time of the har- 
vest depression, naturally fails to realise the be.st price. it 
were possible for him to distribute the supply judiciously) over 
time so as to mitigate, if not avoid, the seasonal fluctuation^ 
the return for his crop could be increased by a fair margin. 

33. Why, then, does the cultivator sell his produce at 
the harvest time instead of waiting for a better return? The 
answer to this question should be clear from what has been 
said in the preceding chapter. Most of the cultivators are 
hard pressed for cash to meet the claims of their creditors and 
to pay off rent and other charges. Even when they know fully 
well that by holding up the crop for a few months, they would 
be able to secure a better net return, they have usually no 
either alternative but to market the produce immediately in 
order to meet their urgent liabilities. Cases are by no means 
rare where a cultivator, ‘in dire need for cash, sells his wheat 
or rice at the height of the season when the prices are very low,, 
but is compelled, after six months or so, to buy,,, perhaps with 
borrowed money, good grains*' lor his own consumption and 
even seed for cultivation. 

34. The vital problems connected with rural marketing 

have, we believe, clearly emerged from what has been said in 
this chapter. Better and cheaper communications are essen- 
tial not only fev' replacing village ?ales by sales in the market, 
but lilso for various other advantages which they offer^ The 
next Part of the Report will, accljrdingly, deal with “Commu- 
nicatiops”. Order will have to be evolved out of the present 
chaptip state in the markets. Pert III will deal with the posi- 
tion and prospects of ^‘Regulajed Markets”. will be 

d^oted to a consideration of “Some Technical Factors” in the 
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tnarketing of agricultural produce. In Part V which will be 
[Je voted to Rured Finance we shall specially deal with rural 
warehousing and marketing finance. In Part VT some con- 
cluding remarks will be offered, particularly as to the wa5f in 
which the work of the present Sub-Committee could be conti- 
nued in future, in a Supplementary Report, to be submitted 
later, shall deal with the question of certain structural 
changes in the present system of rural finance as well as wjJJi* 
J;he present position and future possibilities of co-operation 
in thi^ country.* 


♦This supplementary Report has not yet* been submitted.— Kditor^ ^ 



CHAPTER IV 


WHAT IS THE OPTIMUM PRICE FOR 
CULTIVATOR’S CROP? 

— 35. It is now abundantly clear that there is considerable 
scope to improve the return which a cultivator receives for 
his crop, and one of the main objects, if not the main object, of 
our Sub-Committee is to recommend steps for a full exploita- 
tion of this scope, so that his income may be correspondingly 
higher. Is it, however, possible to define, theoretically, the 
price which one ought to try to secure for the cultivatoi ? Are 
there limits up to which one should go and beyond which one 
should not, in securing a better return for him? Is there any 
place for the middleman in the ideal marketing system, or 
should he be altogether eliminated? Lastly, what shouJd be 
th^ exact function of the State in such a system and lyhere 
should the line of demarcation be drawn between private and 
State initiative? The questions raised are by no means ir- 
relevant; but they are highly complicated; and it would hardly 
be possible to deal with them here in all their subtleties. A 
few broad considerations will, however, serve our present 
purpose. 

36. All production is, destined for consumption. The 
price which the ultimate consumer pays for a commodity is 
bound to be higher than what is received by the grower. For 
it is not enough to produce the commodity. It has to be 
brought within the reach of the consumer. The margin bet- 
ween the price paid by the consumer and that received by the 
producer is accounted for by the cost of distribution. The 
more efficient is the marketing system, the narrower becomes 
this margin, and vice versa. In India this margin has, tended 
to be unduly wide. The causJes have already been indicated. 
In general we can therefore saiy that our first objective should 
be to ensure that the margin between the price paid by the 
consumer and that received by the producer is at a minimum. 

37. Evidently this margin will be at a minimum only 
when the costs of the services involved in the process of 
d’sti^bution are the lowest, in other words when the profit 
of the middleman, the costs of transportation by rail, road 
and water, the banking and insurance charges are all kept at 
the lowest point. Each of them, however, represents an in- 
dispensable factor in ^niarketing. By eliitiinating any of 
them are more likely to stem the flow of goods from the 
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producer to the consumer than to stimulate it. This is taken 
for granted as far as the agencies for transportation and fin- 
ance are concerned, but as for the middleman people iire not 
seldom inclined to think of eliminating him altogether. .In 
view of his past record in this country, it is not difficult to 
understand this at^titude. 

38. * Before, however, we turn to indicate the actual 
place and burden of the middleman in the marketing organisa- 
tion, there is another point which deserves consideration.- 
Western countries and to a certain extent also in India, every 
new f£icility offered in distributing goods has 'been welcomed 
by the consuming class, and there has been a tendency to* ask 
for more. For example, the consumer of tea used to get in 
bulk from the grocer, then tin and paper packets were intro- 
duced and ngw he prefers home delivery. W^hen such service^ 
multiply, the cost of distribution rises; and with it there is a 
widening of the margjjn, referred to above, between tlie price 
paid by the consumer and that received by the producer.- 
That fioes not, however, invalidate our thesis that the efficiency 
of th^ system of distribution is to be measured by this gap, as 
long as the cost of these new services is also at a minimum. 
The margin in this case widens not because the producer gets 
less than his share, but because the consumer pays more, the 
extra payment being the price for the extra services enjoyed 
by him. 

39. With every increase in such services it is but natural 
tlHit more people should be drawn into the distribution busi- 
ness and the chain of middlemen should tend to become 
longer. In many cases what may be called middlemen’s indus- 
tries have grown up for making the produce portable and 
presentable. When, however, we speak of the burden of 
middlemen in our agricultural marketing, we have something 
entirely different in mind. It is not a lengthening of the 
chain of middlemen as a result of the introduction of new ser- 
vices ahd the •addition, so to say^ of new utilities to the goods. 
We have in mind the presencp of too many hands for the 
primary operations of assembling the agricultural produce, 
all of whom are anxious to scrape off some profit, the ultimate 
result of which is a reductioA in the share ol the cultivator. 

40. In every rational economic system the middleman 
has aik essential function toP fulfil. Collection t>f produce, its 
distribution, and the adjustment of supply to demand •bet- 
ween locality and locality ctonot be dispensed with by any 
system •if it is to operate t<J the maximum advantage* of all 
classes. These are, however, ^complicated and delicate •func- 
tions, the fulfilment of which trails for skilled servic;es and 

4 • • 
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specialised knowledge. There is at least a strong presumption 
that these services could be best rendered by those who spend 
their lives in business. In certain respects India needs such 
services perhaps more urgently than other countries. Com- 
munications here are at times extremely bad so that assem- 
bling becomes a difficult matter. There is" a large number of 
very small cultivators who lack financial resources and storing 
facilities to attempt a regulation of their selling* in accordance, 
'with the state of the market. Both in quality and purity th^ir 
produce, when marketed, is far from being in an idqal state. 
Unless middlemen step in to undertiike these, it would be very 
difficult for the cultivator to sell his produce in many cases; 
and it is not at all certain, that, in the absence of other insti- 
tutions, he would be the gainer. If the cost of distributing 
agricultural produce is very high in this country, it is well to 
remember that the unsatisfactory conditions mentioned above 
are in no small measure responsible for it. It is also worth 
^noting that in recent years there has been an increasing com- 
petition among middlemen themselves, and this factor has 
naturally tended to lower their profit. 

41. Public opinion, particularly in India, is nevertheless 
suspicious of the middleman. This is partly due to the fact 
that the middleman bears no risks incidental to production, 
such as crop failures or cattle plagues; and yet seems to carry 
on profitably his own business. Nevertheless there is point in 
the remark that ‘‘public opinion is not fully informed on the 
costs and the risks incidental to the business of distributidfe in 

modem cpnditions” We deprecate easy generalities 

suggesting that every ill from which the cultivator suffers is 
traceable to the existence of hordes of rapacious and unneces- 
sary middlemen^”. We therefore fully endorse the view that 
“the aim of better marketing is not necessarily to displace any 
unit in the existing machine but to enable that machine to 
function to greater advantage^”. Not to elimipate the 
middleman, root or branch, vbut to harness him to the system 
in a more useful manner, not to despise and denounce his ser- 
vices, but to make them more efficient and rid them of all 
abuses, should be our aim. „ 

42. That patent abuses exist has been unequivocally 
pointed out in the preceding chapter. The primary collector, 
w);io is very often also the money-lender, not seldom succumbs 
®to the temptation of exploiting the helpless state of the culti- 
vator. Some of the practices iii the market are tantamount to 
‘^co mmon theft”, as the Royal Commission on Agriculture 

1. Report of the Roys! Commission on Agriculture, p. 383. 

.. 2.* Ibid. 
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pointed out. There are also too many men to perform the 
services of middlemen. Bad communications, chaotic condi- 
tions of marketing and pressure of life are responsible for the 
existence of such a large number. The steps recommended ^n 
the following chapters will, we believe, lead to an automatic 
elimination of the superfluous middlemen. Can we not develop 
co-operative sale societies in such a way as to eliminate the 
middleman altogether, some might ask at this stage. There 
no doubt that some of the functions of the middleman can* be* 
t^en over by such societies. If, in some cases, it were found 
possible to eliminate the middleman altogether, and carry on 
the marketing operations more efficiently through e.g. the •co- 
operative sale society, there is no reason whatsoever why this 
should not be attempted. In general, we doubt very much if 
co-operative sale societies could be so developed as to carry on 
the marketing of all rural goods in India without the support of 
the middleman at any stage. 

4^. It is, however, clear that, in a reorganised system of 
rural iparketing, there will not be place for as many middleman 
as there is today. As already pointed out, the pressure of life 
has been one of the main factors, which has bred a superfluity 
of middlemen. When there are very few avenues open to earn 
a livelihood, many are tempted to have a hand in the distribu- 
tion business and thereby scrape together a small income. What 
will happen to those middlemen who will ex hypothesi, be 
released from their present profession? The surplus nitmber 
when it is weeded out, will, it may be presumed, have to be 
dealt with in the same manner as the surplus population which 
now crowds in our apiculture. The Planmng authority, one of 
whose major functions is to open up new avenues of productive 
employment, will have to bring about such a redistribution of 
the population among the various occupation groups, as would 
redound to the greatest advantage of the country as a whole. 
It follows that any excess of population over the optimum 
number *at present employed either in the actual cultivation of 
land or in the distribution of the*produce from land, will have 
to be absorbed in other spheres where the social marginal 
utility from their work will bp higher. 

44. So far our argument has proceeded on the assumption 
that, by making the machinery of distribution work more 
efficiently, we cap and should secure a better return for 
cultivator. Can we not go a :?tep further and secure a better 
return for him by controlling the market price itself? * We 
have spoken above of ensuring {or him the maximum sh&re m 
the price paid by*the final consumer. ^Can we not determine 
what price the consumer should* pay tod try to keep it at^a 
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higher level so th^t the grower would automatically realise c 
higher value for his crop? Now, we all know that, particularly 
since the last great depression, many attempts have been made 
fo bring about a rise in the price of certain commodities 
Wheat, coffee, tea, sugar, rubber, tin, copper were some of the 
obvious examples of controlling market* on an international 
scale. In the closed or semi-closed economic systemS (Russia 
Germany, Italy) similar attempts have been made on a national 
sfcale, and a very large number of commodities have b^er 
brought within the range of price control. 

^ 45. What should be our attitude in this regard? To starl 

with, there are degrees of planning. In times of depressior 
even a relatively free economy tends now-a-days to move £ 
long way towards a planned one. In times of war this tend- 
ency 4s far more pronounced. Much will, therefore, depend 
on the degree of planning envisaged by the National Planning 
Committee. We are, in general, of the opinion that, when c 
^iven objective can be realised through the free play of eco- 
nomic forces, it is better to leave things there. The- onus oi 
proof should lie better on those who would plan. 

46. Further, in planning for the realisation of a particulai 
objective it is wise not to leave out of account the operation oi 
natural economic forces. J‘or example, if the price of a com- 
modity were to be fixed at a level which would bear no rational 
relation to its supply and demand, then (a) it would be difficull 
to maintain the price at ‘that level, and (b) , if actually main- 
tained, it would involve disproportionate sacrifice in othei 
directions. The fundamental reason why many of the inter- 
national schemes for revalorisation have come to grief, is tha1 
prices were fixed at a level at which an expansion of produc- 
tion was profitable, A^hich in its turn pushed do\^ prices and 
frustrated the schemes. If the price of jute were to be fixed 
at, to take an arbitrary figure, 50 rupees a maund, the cultiva- 
tion of jute would, under J[,he present circumstance's, become 
so profitable that it would .oust all alternative crops e.g. rice 
The area under jute cultivation would enormously increase 
and with the consequent rise in supply its price would, soonei 
or later, be brought down. If in spite of it all, the cultivation oi 
jute were restricted by stringent measures such as police 
control, two things would happen: with the price of jute at sue! 
if high level, there would be a strenuous search for sftbstitutes 
its demand would flag and thi^s bring about a fall in its price 
while the gain accruing fromohigher prices would be largely 
/offset by the sacrifice resulting from the restriction of output 
For. ex hyvoihesiy many cpltivators woulcl^not be allowed^ tc 
c grow jute even when its cultivation would remain more profit- 
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able than that of an alternative cr(^. This arbitrary example 
shows that there are limits which even a planning authority 
has to obey if it is to remain faithful to its very raison d’etre, 
namely, to secure the maximum well-being of the people. 

47. We do not,* of course, imply thereby that the attempt 
at the restriction of jute production and the control of jute 
price is wrong^in principle. On the contrary, we are firmly 
of the opinion that there are extraneous factors whose inter- 
vefition has been hindering the free play of economic forces 
with consequences detrimental to the interests of thcT jute 
grower; and the sooner these factors are removed, the better 
will it be from the point of view of the cultivator and of the 
country. In a modern economic system where interest groups 
have been strongly organised, the greatest justificalion for 
planning lies, paradoxical as it may sound, in not ignoring eco- 
nomic forces, but in ensuring that very free play of economic 
forces, on which the liberal economists depended for the reali- ^ 

sation df their social objective. p 

• 

48. There may arise occasions when it may be at least 

the lesser evil to attempt a control of the market in order to 
bring about a rise in the price of a particular commodity. In 
India sugarcane during the height of the depression provided 
an example of this nature. Specific cases will, however, call 
for specific remedies. It is not possible to prescribe a general 
formula which would be applicable to all cases at all timesf and 
places. From its very nature it will be a task of permanent 
official bodies to study the peculiar constellation of forces in 
each case and recommend suitable steps. It follows that price 
control and revalorisation are subjects which cannot be fruit- 
fully dealt with by our-Sub-Committee. Besides, it is a cardi- 
nal principle of economics that: what yields greater utility 
should have precedence over what yields less utility. As 
long as tl^ere are safer and surer methods of helping the culti- 
vator, it would, fo say the least, be^premature to think in terms 
of revalorisation and price control which are fraught with 
heavy risks and which are often more alluring than really 
beneficial. • 

49. How to make the machinery of distribution more 
efficient, that is our immediate concern. We shq^l define the 
optimum* price for# a cultivator’s produce as that price which « 
he realises when that machin^lry works with the maximum 
efficiency.^ It may, in some cases, require the complete aboli- 
tion of file middleman, but suc]» cases, we believe, are limply 
t<T be rare. It implies, however, tjiat theTjs must not be mc^re 
middlemen than are necessary and that these middlemen ^ 
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should be as efficient as possible. The same remark applies. 
mutatis mutandis, also to the agencies for the transportation of 
goods and to the institutions which finance or will finance 
marketing operations. Lastly, it is the function and also the 
responsibility, of the State to intervene whenever such inter- 
vention is called for in order to increase tHe efficiency of any 
of the component elements involved in the process of distri- 
~-J?ution. ' 
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, CHAPTER V 

• COMMUNICATIONS AND RURAL MARKETING— 

• RAILWAYS 

• 

50. The need for improved communications has been 

ightly stressed in all schemes for rural reconstruction. The 
)ackwardnes6 of the village is due in no small measure to its 
solation. The ever-widening gulf between the town and the 
:ountry, and the concentration of the elite in 

he town has to be largely attributed to Ihfe* 

liffictflty of communications. Besides, a village 

vhich*is linked up v^th a town by an arterial road, imbibes 
jomething of the spirit of progress. Its stagnant waters are 
stirred. It becomes more alive to its moral and material needs. 
Gradually the dynamic forces of modern times are introduced 
here and the village begins to shed its obsolete methods and 
labits. Better roads stimulate not only the flow of goods, but 
also the flow of ideas. • 

51. Even in the more restricted sphere of rural market-' 
ng, communications are' of vital importance. Let us briefly 
lote the intimate connection between the two: — 

(a) The high percentage of village sales is, as has been 
mentioned before, at least partly due to bad communications, 
rf these sales which operate to the disadvantage of the pro- 
ducer, have to be done away with, improved communications 
are essential, however well-regulated the market may be, the 
benefit to be derived by the producer from its existence will 
vary directly as the facility to transport his goods there. 

(b) Better cAimunications mean lower transport costs, 

and, the market iroe for a •commodity remaining the same, 
the share of the producer increases. There are cases where 
a producer is now left at the mercy of the loc^ dealer who 
alone has a bullpck cart at his disposal to carry his produge 
to the nearest market. In ^ph cases, it would be futile to 
expect that the grower would receive the best price for his 
pr^uce! ^ • • • 

(c) The .present level of transport costs in this country 
is very high. It reflects the inadequacy of transport facilities 
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and is mainly responsible for the high level of inter-regional 
price differences which would be unthinkable in Western 
countries. Such price differences are disadvantageous both 
to \he producer and the consumer. For an embarrassingly 
large supply in one place keeps the prices abnormally low 
while at the same time there is a substantial margin of un- 
satisfied demand for the same commodity in other places. The 
.greatest advantage of good communications is that, in com- 
bination with efficient marketing arrangements, it bringc 
about an equalisation of prices for particular comntodities 
throughout the country. In other words, the adjustment of 
demand and supply takes place over a wider area which 
favours a better division of labour, which, to use Adam Smith’s 
well-known dictum, is conditioned by the extension o{ the 
market. 

(d) Such equalisation of prices over a wide area when 
coupled with sound marketing arrangements has a favourable 
reaction on the price which the average cultivator receives. 
New markets are opened up for his produce, and this el?ment 
of competition between one place and another strengthens his 
position. 

(e) The element of time is an important factor in 
securing a better price. This holds gqod particularly for 
perishable products whose transport would involve prohibi- 
tive charges for refrigeration in the absence of efficient com- 
munications for rapid transport. 

(f) With improved communications the number of 
crops which can be profitably cultivated in a particular area, 
tends to increase. 

(g) Bad communications often impose too great a 
strain on the draught ^imals and thereby reduce their effi- 
ciency for the work of cultivation. 

52. Let us now turn to the railways. The total ^mileage 
(some 40,000 miles) is far from being adequate for a vast 
country like India. The Indian Railway Committee of 1921 
spoke of the “humble position” which Ii|dia occupied in rail- 
way development. There has not been any substantial change 
in her position since then. Even today there are vast tracts 
of countryside, which have not been opened up by any railway 
line. The neaL-est railway station* is often so far and thp roads 
cOnhecting them with the station are so bad that, for all 
practical purposes, the people in these tracts may be said to 
live ir a system of compulsory 'regional autarchy. This can 
be • rectified only by a bold sdheme for the construction of 
feeder^ lines. There ift, we* believe, a large scope for the 
exitension of such lines. 



RURAL MARKETING & FINANCE 


57 


53. At this stage it is well to recall tha^* the motives 
which influenced the contruction of railway lines in India 
were not primarily relevant to her economic interests. 
Military considerations played the predominant part. Besides, 
there was a natural desire to build such lines as would faci- 
litate the flow of ftianufactured goods from abroad and of raw 
materials from this country. There is also a good deal of truth 
in R. C. Diitt’s contention that the inland waterways wej*e 
,peglected much too long; and that, from the point of vieAr of 
the country as a whole, our system of communication^ would 
have shown better results had more care be*en bestowed on 
these waterways and less on railway expansion. In facf the 
construction of railway has in many cases proved preiudicial 
to tfie river traffic, because it has impeded the flow of rivers 
and caused "them to silt up particularly near the railway 
bridges. A railway company while flinging a bridge across a 
river had a natural tendency to select just the spot where 
the (jjirrent was the weakest so that construction would Be 
less gfxpensive, although from the national angle it wc^ld 
have been desirable to construct it at a point where the cur- 
rent was strong, in spite of the greater immediate expenses. 

54. We do not, however, mean to suggest that the rail- 
way has not helped the economic development of the country. 
Undoubtedly it has. None the less, it cannot be denied that 
we have not derived as much benefit from their construction 
as we would have, had it been inspired by a genuine desire, 
al^ve all, to stimulate the exchange of goods within the 
cdlintry. In these circumstances it is highly unlikely that a 
re-examination of our communication needs would lead to the 
conclusion that the existing network has been, economically, 
the best. In other words, not only is the total railway mileage 
inadequate, but, in addition, its distribution has not been ideal 
from the national point of view, and one of the tasks before 
the planning* authority would be to discover which centres 
should be connected by new ?*ailway lines for stimulating 
internal trade. 

55. The question of railway freights is of the utmost im- 
portance for rural marketing. For, in general, they constitute 

.the biggest single addition to the prime cost of produce trans- 
ported by rail from the point at which it is produced. The 
freighl; policy of the railway companies has given rise«tc^ a 
long controversy in this coq/itry. It has been argued that as 
a resuli of the heavy incidence of such freights on agricultural 
commodities, tl^eir price at the consuming end is sqj>stan- 
• tially higher than in the producing Centres. For example 
the difference between the price of F^inj^ wheat at fcyaUpur 
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and of the same wheat at Calcutta is Rs. 1-1-7 per maund 
of which Rs. 1-0-4 is due to railway freight ^one. The average 
rail freight paid per dozen of eggs is Rs. 0-0^ which represents 
abo 2 Jit 15 to XI per cent of the producers’ price. The rail- 
way authorities point out in reply that the bulk of railway 
revenues is derived from agricultural comnLodities, and that 
any great scaling down of the freight rates for these commo- 
dities would involve the imposition of higher ra^es on other 
'"l.r^ffic, and the burden would fall heavily on the tax-payer.^ 
The Royal Commission on Agriculture, reporting in, 1928," 
recommended “5 periodical revision of rates with a view to 
the adjustment of their incidence as between various sorts 
of produce according to their relative ability to bear”, but it 
did not accept the view that “rates are generally too high”. 
It pointed out that, since 1913, there had practically been no 
increase in the .rates on agricultural produce, though its value 
had risen very substantially, particularly during the years fol- 
lowing the war. The last argument, however, lost its force 
within two years after the publication of the Commission’s 
Report. The great slump in agricultural prices was not 
accompanied by changes in the freight rates. In recent months, 
especially since the outbreak of the war, agricultural prices 
have been moving upwards, but the railw^ay authorities have 
increased rates by 12 J% with effect from April, 1, 1940.* 

56. The following remarks of the Agricultural Commis- 
sion, however, deserve serious consideration: “A compara- 
tively small difference in rates may mean the closing of im- 
portant markets to a crop grower in any particular area and 
a consequent loss to the cultivator and the railways”. It is 
not at all improbable that in many cases a slightly lower 
rate may stimulate the goods traffic to such an extent that 
the railway company will stand to gain rather than lose. 
Even when the yield from lower rates and heavier traffic is 
less, comparatively speaking, there cannot be the slightest 
doubt, that from the national point of view, the lormer would 
be the desirable course. Indeed one could go a step further 
and argue that even if lower rates were to result in some net 
loss of railway revenue, they might still be desirable in cer- 
tain cases. We must not forget that what matters, or should 
matter, to the railway authorities is their total budget, and 
Ihey need not feel particularly disturbed as long as losses in 
ce^tdin cases are compensated by gains elsewhere^ Railways 
are one of the biggest public utilities. They ought not to be 
run sintply for profit. The reperctissions of the railway policy 

■ ~ \ t 

♦The rates have bejn stUl further increased in the years that have 
fqlPowed.— Editor. 
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on the economy as a whole have to be borne in mind. 
Wider national considerations may at times require the sac- 
rifice of railway revenue, even if that were to upset the equili- 
brium of the railway budget. The least that one can 'ask 
for from the railway authorities is that they should not hesi- 
tate to lower rates as long as losses accruing per unit are 
just compensated by the increase in the volume of ti*anic, or, 
in technical terminology, as long as the elasticdty of traffic 
vis-a-vis freight changes is unity. 

47. Another charge against the railway policy is that 
it is supposed to favour exports and imports to the detriment 
of the home trade. For example, it is pointed out that it* costs 
appreciably more to carry Indian wheat from Lyallpur to 
Cawnpoie (650 miles). Incidentally, it is well to remember 
that, if thes'e charges were to be correct, they would constitute 
a strong argument for the protection of commodities which 
suffer from a discriminatory freight policy. The railw^ 
authorities, however, believe that such criticisms were effec- 
tive!^ disposed of by the Ackworth Commission in 1921, *and 
the Public Accounts Committee in 1936. 

58. The third criticism against the freight policy is that 
short hauls are relatively much dearer than long distance 
rates. On behalf of the railway authorities it is pointed out 
that there are special reasons for such differences or apparent 
discrimination. For example, it costs Rs. 2 per maund to 
rail cotton from Nagpur to Bgmbay, but the frei^t.from 
Calcutta to Bombay — double the distance — is only Re. 1 per 
maund. Normally the class rate from Calcutta to Bombay 
would be about Rs. 4 per maund, but owing to the compe- 
tition from steamer companies trading between Calcutta and 
Bombay whose charge is roughly Re. 1 per maund, the rail- 
vray has reduced its rate accordingly, although it is definitely 
uneconomic. Such reduction, it is argued, is only a specif 
case, ^and ayy general adjustment to that level would com- 
pletely upset railway finances.* 

59. The example just mentioned throws significant light 
on the freight policy of Indian railways, which is based on 
the principle of what the traffic can bear. For example, as 
long as a commodity like cotton continues to move on a 
railway, no regard is paid as to the incidence j)f freight on the 
cultivator. A, striking illustration of this fact was prqvi^ed 
some two or three years agoFin the interior of the C.P. Thanks 
to the high railway freight,^ it proved uneconomic to transport 
cottorf seed, so that in some prases it was used as fuel! ^ When 

. things had mo^fed to such an absurd^length the railway autho- 
rities became* aware of the impli(?lations and proceed^ to 
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reduce the freight on cotton seed. Otherwise the freight 
is reduced only when there is competition either from 
motor lorries or from sea or river routes. Thus the 
railway freight from Broach to Bombay is Rs. 0-6-5 
during the fair season when country craft can ply in 
competiiton, and rises to Rs. 1-11-5 during the* monsoon when 
such craft cannot operate. Since the outbreak of the war in 
September there has been a tendency to increase Ihe railway 
freight, especially where it is felt that the cost of a competing , 
route will also be increased, e.g. owing to a rise in the price 
of petrol or m the steamer freight on a competing route like 
that from Karachi to Bombay. It cannot be said that the 
policy of charging what the traffic can bear and of reducing 
the rates only when there is a competing alternative route 
operates to the best interest of the agricultural^ producer. 
National interest demands that freight rates should be kept 
as for their services. There is also point in the public demand 
that, if in pursuance of such a policy, railways were to incur 
some loss of revenue, they could make it good by raising 'the 
rates charged on manufactured articles imported from abroad. 
In any case as regards the freight rates on primary products, 
the more rational policy for the railways would be to enquire 
not what the traffic can bear, but what they themselves can 
bear. 

59a. It is significant that, at the Conference of Ministers 
on ‘Agricultural Marketing held in November 1938, the fol- 
lowing resolution was unaniniously passed: — 

“ (a) that the railway administrations and other transport 
agencies should be asked to take all possible steps to reduce 
the incidence of freight charges and to provide better facilities 
for the movement of agricultural produce; 

(b) that this Conference deprecates differential railway 
freight rates calculated to favour imported as against indige- 
nous agricultural produce.” ^ 

60. The question of railway freight is so important in 
rural marketing, indeed in the whole economic life of the 
country, that it deserves very careful consideration. It is, 
above all, necessary to ascertain as fully as possible what 
truth there is in the charges levelled by the general public 
against the railway policy. We wi^h we had more informa- 
tioiv at our disposal to throw further light on the subject. 
But, in the short time at our disposal, it was not possible to 
procure ihe necessary data. We* requested the TraMport 
Sub-Cotnmittee to undertake a special investigation /Oi this 
question in connection wi^h their work, but we do not know 
to what -extent it will be possible for them to comply with 
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such rec|!^st. Tlie issue is, however, of so great importance 
that we very strongly recommend a special enquiry m this' 
field. Such an enquiry must necessarily deal as exhaustively 
as possible with the various aspects of the freight rates* now 
prevailing in India, but it would be of very great help if the 
enquiry were to be extended to include a close analysis of the 
freight structures of the more important countries abroad. On 
the basis oJ such comprehensive data it would then be possible 
to recommend suitable measures. 

€1. Reference may be made here to 4he effofls of the 
Central Marketing Slafl to secure special stalion-to-station 
rates. At ai\ early stage ol the marketing work the stidf began 
tojdevote special attention to the question of a direct reduction 
in the incidence of transport costs by a multiplication of special 
rates whic*h would benefit both producer and consumer and 
at the same time result in increased railway revenues. As a 
result of the negotiations between the marketing staff and ^e 
railivay authorities substantial concessions have been gristed 
in many station-to-station rates. Commodities which enjoy 
such special rates include cattle, plantains, limes, pineapples, 
grapes, guavas, cauliflower^; mangoes, oranges, eggs, potatoes, 
etc. In all cases where the rates have existed for a sufficiently 
long time so as to enable us to form a judgment, the reduction 
of rates has been followed by a more than proportionate in- 
crease in the movement of goods. “There is nt> doubt therefore”, 
says the Agricultural marketing Adviser, “that the mtroduc- 
tion of special rates will help to expand the producers’ market 
^lnd bring more traffic to the railways”. Incidentally, this 
statement shows that the public criticism of the railway freight 
policy was by no means out of place. 

62. Before concluding this ch#ipter we may briefly note 
that in the opinion of the Agricultural Marketing Adviser, 
certain improved facilities may be provided by railways, 
whicli would reduce the cost of transport. Incidentally, we 
agree with the latter that there should be a closer contact 
between the marketing staff and the railway authorities, so 
that the possibilities of lowering the incidence of transport 
charges could be better explored. 

(a) Where special wagon rates are in force on certain 
railtways the .minimum quantity is relatively high aiid^the 
forwarding of mixed consfgnments is not allowed. As pro- 
ducers as a rule are smajl consigners, they would bbneflt if 
. speci&l rates in respect of Iqwer consignments could 'easily be 
permitted as^ Tong as the commodities mixed are of tne* same 
class. ISuch ’permission woul5 also* assist the produeer.^ 
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(b) There is also the possibility of reducing^ transi>ort 
charges on primary products by introducing through rates. 

^(c) Transport charges may also be reduced by the 
introduction oY “Owners risk rates” on certain primary pro- 
ducts, and a readjustment of the rates on unmanufactured and 
manufactured products so that the incidence of the freight 
should more nearly approach an ad valorem basis. 

(d) An expansion of the collection and delivery of ser- 
vices would result in considerable economy as has been shown ‘ 
by the experiences of the N.W.R. in Lahore and Delhi, of the 
G.I.P,.R. in Bombay and the E.I.R. in Calcutta. This system 
which is now practically confined to small parcels, could be 
further developed and perhaps extended to include wagon 
load consignments. 

(d) Apart altogether from the question of railway 
freight, certain improved rail facilities would result in a reduc- 
tion of total costs of distribution^ The marketing surveys 
have shown that, in the course of transit, considerable wantage 
of produce occurs, much of which could be avoided by the 
provision of better facilities. For example, at one important 
station goods in being transhipped from narrow to broad 
guage lose heavily owing mainly to the absence of transit 
sheds to protect the produce; this is partly perhaps also due 
to the condition of the gunny bags used. Fruits and vege- 
tables such as bananas, mangoes and potatoes are carried in 
goods wagons, and as there* is no arrangement for shelving, 
the produce at4;he bottom becomes crushed and damaged. At 
times such wastage amounts to as much as 25 per cent of the 
produce. Besides, the iron wagons get so hot that much of the 
fruit become over-ripe and unfit for sale. 

(f) The possibility ^of introducing express goods trains 
for certain traffic has to be explored. A goods train now takes 
at least 5 to 6 days to cover the distance between Nagpyr and 
Delhi. (679 miles). In other cases it takes 'considerably 
more to cover the same distance.* 

(g) Defective containers are in many cases responsible 
for ffie damage in transit. In the case of eggs it has been 
found that wastage can be reduced by at least 4 or 5 per cent, 
through improved packing. But so far only the N.W.R. has 
takei^ steps for ^designing and providing cheap light containers 
to producers and merchants. 

V « 

*SoiAe Express goods trains ha\;p recently been introduced, as a 
resuK 6f lorry competition, to carry cotton from C.P.,‘ Berar and Khan- 
desh. We do not see any reason r/hy the introduction of such traina 
stiouid dS^pend only on the existence of lorry competition. 



CHAPTER VI 

ROADS, INLAIJD NAVIGATION, COASTAL SHIPPING: 

63. a total railway mileage which falls fai* short of 
the national requirement, the need for good roads becomes 
all the more urgent. Here, again, conditions are far from 
being Satisfactory. The total mileage of roads' is not ohly very 
small as compared with that of other countries, but a large 
part of it is in. an incredibly bad state. The so-called village 
roads are often mere tracks with “metaphysical borders” 
which can ^e used only during the dry season. Bad local 
communications make the assembling of agricultural produce 
both difficult and expensive. 

64. In an ideal system railways and roads are not com- 
petitive, but complementary. The extension of railways g&ve 
the first great stimulus to the construction of new roads which 
were necessary to feed the railways. That need persists even 
today. Without good and sufficient roads a railway line cannot 
attract a sufficiently large volume of traffic to render its opera- 
tion profitable. Feeder railway lines with feeder roads are 
what we need most. When vast areas still have no more 
than the most primitive arrangements for communication we 
must try our best to avoid competition between rail and road 
of the type which has become common and is growing in 
intensity in most of ther Western countries. Such competition 
means duplication and therefore waste which we cannot afford. 

65. Just as we require roads to feed the railways, so also 
there must be smaller roads to feed l!lie arterial ones; and just 
as railways and roads are compl^entary, so also are the 
diiferebt classes of roads among memselves. Smooth func- 
tioning of the whole system of communication presupposes 
that each categoiy should be in good condition. If ^y link 
gets out of order, there is bound to be dislocation. For ex- 
ample, a province may have^good roads of Class I and Class II, 
but uffiess its Class III roads, that is, the village roads, are in 
a tolerable state, villages which are not situated on any 
through route .of communication will hardly be benefitt^. 
Not infr equently the Condition of the first few miles of road is 
the decisive factor for a vil^^ger, because the trouble mid ex- 
pense Involved in bringing tjie produce to the poinf where 

► better roads be^n are in such cases lively to be disproportion- 
ately heavy. * * 
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66. It cannut, however, be denied that so far village roads 
have been neglected most. This is largely to be attributed to 
the manner in which road development has been financed. 
The resources at the disposal of local bodies were not equal to 
their task and were mostly exhausted for the maintenance of 
the bigger roads. The Macfras Government have been giving 
since 1925-26, an annual grant of several lakhs of'iupees 
for the construction of minor roads on condition 4hat an equal 
amount is provided by the district boards concerned. Taking 
India as a whole it can safely be said that in the past the 
interests ol villages in respect of such roads have more often 
than not gone by default. Any improvement in this field 
would, however, be possible only when a large number of 
l oads are included in the arterial systems which are maintained 
Jrom the provincial revenue, so that some of the resources at 
the disposal of local bodies could be released for the develop- 
ment of communications between such roads and the villages 
Yiot situated immediately on them. Besides, a liberal policy 
of‘grants-in-aid should be adopted for assisting the local bodies 
whose financial resources are unduly limited. For it can 
hardly be regarded as fair that in marketing his produce the 
cultivator in one area should be placed at a disadvantage as 
compared with the cultivator in anothei; area simply because 
his district board has not enough financial means to look after 
the roads. 

67. The growth of motor transport in the countryside 
raises new problems. Roads are now subjected to great wear 
and tear; but there has been no corresponding increase in the 
care bestowed on them with the result that they have in many 
cases been rapidly deteriorating. The bullock cart, however, 
remains the cheapest means of transporting agricultural pro- 
duce to the nearest market; and it is highly unlikely that it 
would be superseded by motor traffic for such short distance 
transport. The ideal conetruction of the cart wheels, however, 
deserves careful investigation from the point of view or soften- 
ing their effect on the road surface, as well as that of increasing 
the efficiency of the cart and lessening the strain on the draught 
animals. Of late the suggestion for bullock carts with pneu- 
matic wheels has been put forward, but we do not feel sure 
that it is likely to prove sufficiently economic. Something 
can, however be done by prescribing the minimum thickness 
6f cart wheels, as wheels with a relatively low thickness and 
sharp edges which cut right intn the surface of the road, are 
frequently responsible for its unduly rapid deterioration. 

“The economics of JRoad Transport, aftef the invention of 
the Motor Lorry, do not seem'to have been sufficiently stressed 
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above. From the standpoint of planned economy, treating the 
entire Transport System of the country as an integral service 
or utility, the problem is not to supersede one form by another, 
but rather to co-ordinate all forms, and make an integral whole 
out of them. The mechanised road transport can be easily 
integrated with othpr forms of that service. In a country like 
India, with relatively small scale producers, with limited conr 
signments, it is more economical than the Railway, which is 
essentially more suitable to large single consignments for long 
hhults. Railways, moreover, require locomotives and waggons, 
which dre still not made in this country; and s6 involve a de- 
pendance on foreign supplies, which is boimd to be a source 
of national weakness. There is, nothing, however, to prevent 
such industries being established in the country; and steps 
are even now. being taken to that end by the country*s Gov- 
ernment. 

The last argument applies equally in the case of mechan- 
ised Road Transport. The Automobile Industry has yet to be 
bom i^ this country. And to the extent that we have to import 
motor vehicles from abroad, for use in peace or war, our na- 
tional economy would be vulnerable. But projects are before 
the country for an early establishment of this industry also in 
the country. 

Motor Transport has a further handicap in the fact that 
it is operated by petroleum, which has almost entirely to be 
imported from abroad; while the railway locomotive id still 
largely operated by in^genous coal. In both cases, however, 
the substitution of electric energy is imperative, if bdia’s aim 
in planning, to achieve national self-sufficiency, is to be accom- 
plished. Mectricity can be produced in this coimtry from our 
rivers, or by artificial pounding of rainwater, much more eco- 
nomically than any alternative form of motive power. It is 
consequently worth serious attention by the Planning Autho- 
rity, wh^n one^is set up and functioning.” — ^Editor. 

68. Water transport is considerably cheaper than trans- 
port by rail or road. In England inland navigation dwindled 
with the advent of the railways. Besides, England has such 
a long and indented coast linet that coastal shipping proved to 
be more convenient and economic than canal transport, parti- 
cularly after the introduction of the steamship. In this respect 
we woidd do weH to take a leaf rather from the economic |jis- 
tory of Germany whose inland waterways have always receivea 
a good deal of public attention^d care. Only a short tim4 ago 
the Rhiile, the Elb and the Dgnube were connected V9i^ a 
system of canal, s<5 that goods can now ijiove by water from the 
lUhindand ri^t*down to the Danube valley. India witl^Jier 
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numerous large rivers, her more than four thousand miles of 
coast-line and with an abundance of good ports both in the £ast 
and the West, occupies a very favourable position for develop- 
iifg both inl^d and coastal shipping. But so far she has not 
realised even a fraction of her vast possibilities, with the result 
that she has remained excessively dependent on her railways 
for the transport of primary products, although such transport 
is bound to be much more expensive, and, at times, in view 
of the inadequate railway mileage, difficult, if not impossible. 
It appears to us strange that the Royal Commission on Agricul- 
ture should have practically nothing to say on the possibilities 
of 'water communication in India. 

69. The causes for the neglect of our waterways’ have 
been broadly indicated in the last chapter. River transport is 
intimately connected with river trainmg. With every step 
taken for training rivers the scope for water transport would 
be widened. Even under the existing conditions there is, in 
otir opinion, a good deal of scope for developing watei^ traffic. 
Nor should transport by ordinary boats be neglected. Just as, 
in spite of the advent of motor lorries, the bullock cart has an 
assured place in our transport system, so also the boat traffic 
is likely to remain the cheapest means of transport particularly 
along the smaller waterways which are not navigable. The 
whole question is of such vital importance, that we strongly re- 
commend an all-India enquiry for exploring what possibilities 
there are at present of transport by boats and steamers, and 
what new possibilities could be created if her neglected rivers 
were made and kept navigable and fed by a suitable system of 
natural or artificial waterways. In this connection it may be 
mentioned that the spread of water hyacinth in Bengal and 
Assam, which drives large areas of cultivated land out of culti- 
vation, often blocks the waterways and makes their navigation 
extremely difficult. The boat traffic along many smaller 
waterways has in many places been brought to a complete 
standstill. The destruction of this pest has become an urgent 
problem in those two provinces, and the necessary ways and 
means for this purpose will have to be found. 

70. There is at present a number of companies, mostly 
operated by »non-Indians, which, deal in coastal traffic. The 
’prbblem here is twofold: how to stimulate the traffic fuiiJier 
and how to bring it under Indian control. The national re- 
quirements are quite clear, and they have been emphasised 
time and again. But the problem has been complicated by the 
strong opposition from vested interests now backed by some 
of clauses of the new constitution. 
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71. The development of water transport, both inland and 

coastal would in many cases break down Ihe monopoly which 
railways now enjoy for the transportation of agricultural pro- 
duce. Under conditions of monopoly the interests of thb 
public are not always properly safeguarded. The opening up 
of alternative possibilities of transport by water is, therefore, 
likely to operate to the advantage of the cultivator as the ele-" 
ment of competition would almost necessarily result in lower 
rates. A striking example of such rate reduction has already 
bebn offered in para 58, where we have mentioned how, owing 
to the competition of coastal traffic between Bombay and 
Calcutta, the railway freight rate which normally would ha<^e 
been Rs. 4 has been replaced by a special rate of Re. 1. It may 
not always be possible or desirable to compel the railway 
authorities to introduce such drastic reductions, but there is 
no doubt that, as a result of competitive transport possibili- 
ties, they will be more inclined than now to grant concession 
rates wherever such rates can be granted without seriously 
upsetting railway finance. * 

72. As regards the freight structure of the inland navi- 
gation and the costal shipping companies, we regret very much 
that, in the absence of sufficient information at our disposal, 
we are not in a position to offer any comments. Such freights 
have, however, an obvious bearing on the marketing of agri- 
cultural produce, and we are of the opinion that the Central 
Marketing staff should deal with this matter as well. Furfher, 
as in the case of the freight policy o( the Indian railways, we 
recommend a comparative study of shipping freights prevaling 

• in India and abroad. There is, we believe, a strong presump- 
tion that Indianisation of coastal and inland shipping, if ac- 
companied by further state regulation, would render possible 
a substantial reduction of the freight rates, and a comparison 
of our freights with those of Japan may throw some valuable 
light on the subject. The day may be a long way off when we 
shall have our dwn ship-building industry. None the less, it 
is well to remember that, as long as steamers are imported, 
shipping freights will necessarily be higher than when these 
can be supplied by an indigenjous industry. Nor should we 
overlook the consideration that all other important agricultural 
countries of the world have their own ships to carrj' their 
products to overseas markets.* As such they are*in all prob- 
ability af an advantage in the wo/*ld market in comparison with • 
us, because, being dependent on foreign ships for our export 
trade, we #ire likely to pay more as freights. 
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REGULATED MARKET BJJ INDIA 
CHAPTER VII 

GENERAL CONSIDERATIONS 

^ 73. The origin of regulated markets in India is not new. 

It may be said to date from 1897 when theJBerar Cbtton and 
Grain Markets Law was passed”. This law was protnulgated 
by the Government of India in the Foreign Department for the 
“Hyderabad Assigned Districts”, as Berar was then officially 
called. Further, under section 105 of the Central Provinces 
Municipal Act of 1903, municipal authorities were empowered 
^to frame by-laws for the inspection and regulation ot markets 
and for the charge of fees for the use of buildings aiid places 
therein. The progress of regulated markets in India was very 
slow. At the time when The Royal Commission on Agricul- 
ture investigated the whole question (1926-28), there were 
regulated markets only in the C.P. The Bombay Government 
had just passed the Bombay Cotton Market Act (1927) for a 
better regulation of the commodity in the Presidency. The 
Coznmission very strongly recommended the establishment of 
regulated markets which “would confer an immense boon on 
the cultivating classes in India”. If carefully exanjined it will 
be seen that the actual working of the Berar Act and the pro- 
visions of the new Bombay Marketing Act have made a num- 
ber of very valuable recommendations. Before we proceed 
further it would be ‘desirable to set forth the Commission’s 
views, as, in our opinion, they include all the vital considera- 
tions on which the successful functioning of rjegulated markets 
in India will depend. * 

74. The markets organised imder the Berar Act of 1897 
.suffered from some serious drawbacks, although they were 
definitely superior to those established under the provisions of 
i;he Municipal Act, which were only very imperfectly regu- 
lated. The, main defect of the^ Berar system was that it could 
atot properly safeguard the interests of thq grower. ^ Commis- 
siqn agents and large buyers^ had a majority on the market 
committee. The representation of the growers was rendered 
^difficult, if not impossible, by the fact that, according to the 
mles laid down, no person^ was eligible fof appointment todhe 
.Co^lunittee, unless He had" resided for at least three months 



ftURAL MAHKEIING & FINANCE 


6 » 

within the limits or within 5 miles of the town in which the 
market wm situated, prior to the date on which the list of 
persons eligible to the committee was prepared. The Bombay 
legislation sought to remedy this defect by providing (i) thafr 
the market committee should have not less than twelve or 
more than sixteen members, (ii) that cultivating classes should 
elect not less than half of the total number, (iii) that one mem- 
ber would be nominated by the local Government, one elected 
by .the district board of the district in which the market wrfs 
situated, .one by the mimicipality, if it was located w/thin 
municipal limits, and the remainder by the traders in the 
market. Secondly, although, according to the Berar Legis- 
lation, it was illegal to take trade allowances, the nature of 
such allowances was not defined. Here, again the Bombay 
legislation was *an improvement, as all trade allowances were 
declared illegal except those which were prescribed under the 
rules or bylaws laid down under the Act. Lastly, while imder 
the Berar Law any surplus remaining at the end of the finan- 
cial yeaj was to be automatically transferred to the districtr 
board or municipal committee in whose area the market was 
situated, the Bombay legislation explicitly defined the pur- 
poses, all of which were connected with the market, on which 
such surpluses could be expended. 

75. While wholeheartedly endorsing the principle under- 
lying the Berar system and welcoming the improvements em- 
bodied in the Bombay Act, the Conmyssion made some further 
rceommendations as to the functioning and the constitution of 
^ such markets, which it would be worth our while to sum- 
marise here: — 

(a) Although the Berar Law was known as the Cotton 
and Grain Markets Law, the markets established under it 
dealt almost exclusively with cotton. The Bombay Legisla- 
tion explicitly limited them to that crop. The Commission 
saw no justification for such a restriction and recommended 
that products other than cotton should be brought within the 
range of regulated markets. 

(b) There should be special provincial legislation under 

which regulated markets should be established. Several diffi- 
culties would arise if the management of such markets were 
to be left»to municyal councillor district boards, as was cle|r 
from the experience gained in the C.P.: — * 

(i) Strong representatipn of vested interests being 
usual in such bodies, the interests of other parties and of 
grewer in partici^l^, were not lil^ely to be adequately salf^ 
guarded. * ^ 
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There was a very real danger that markets would 
be regarded merely as a source of revenue and the larger 
considerations would be lost sight of. 

(iii) The actual location of the market might not 
necessarily be the best and most economic. A municipal 
council would naturally like to select a site within the munici- 
pal area while the exigencies of communicat^pn might very 
well require the selection of a spot outside its jurisdiction. 

(iv) In a Municipal Act it would be difficult to provide 
for all the powers required for the proper control of a regu- 
lated market. 

(c) The establishment of regulated markets should not 
be left to the option of a local committee as it could hardly be 
expected from such a body that it would appreciate the full 
import of starting such markets. The initiative should be 
taken by the local government, and such markets should be 
immediately established in a few suitable centres. • 

(d) The initial expenditure on land and buildings in- 
curred in starting such markets should be met from a loan 
from provincial revenues. 

(e) The relationship of a regulated market to the council 
of any municipality or to the local board in the area in which 
it is established would necessarily be a delicate matter. A 
finaiicial settlement would be required between the two where 
the regulated market to be established would replace one 
previously run by a local board or a municipal council. 

(f) As regards the constitution of the market Committee, 

the provisions of the Bombay Act were approved, particularly 
the provision for the election of not less than half the members 
from the cotton growers of the area to be served by the mar- 
ket. Where this was not enough to protect the interests of 
the latter, the committee should include an officer of»the Agri- 
cultural Department. No licensed broker should be eligible 
for election to the Committee as a representative of the culti- 
vators. The Committee should elect its own chairman. 
Ordinarily provision should afeo be made for the representa- 
tion of the co-operative societies in the area served by the 
market. ^ ^ 

* «■ (g) A serious defect common both to the BoAibay and 

th^ Berar Act was that no suAjable provision was made for the 
settjement of disputes; and in*all disputes over the^ quality of 
: poiton, the cotton-grower was always at a^great disadvantage. 
It was therefore indfepensable for the smooth frmctionin)^ of 
ib^regulated markefs that provision should be made for the 
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machinery to settle disputes, in the form of Panchayats or a 
board of arbitrators. 

(h) Amongst the duties of the market committee should 
be that of placing marketing information in a suiatable form 
at the disposal of the users of the market. 

(i) Lastly, action should be taken to prevent brokers in 
a regulated market from acting for both buyers and sellers aS 
in all such cases the broker had a “natural predilection^ in 
favour of the buyer”. The Commission held very strong 
opinion»on this point and regarded it as “so important in the 
interests of the cultivator that this undesirable practice should 
be stopped, that we would suggest that the license of any 
brokej: found contravening the provision we propose should 
be cancelled for the season, and on the repetition of the offence, 
cancelled permanently.” 

(j) Storage accommodation on a limited scale should be 
provided in regulated markets. 

Regulated markets should be utilised for purposes 
of propaganda in favour of agricultural improvement and 
thrift. 

76. From what has been said above it is clear that the 
Commission laid, and rightly laid, very great stress on the 
desirability to improve and extend the system of regulated 
markets in India. Its recommendations gave some stimulus to 
the movement, and in certain parts of India new legislation 
was passed. The Cotton and Grain Markets Law of Berar 
was amended in 1932, the Madras Commercial Crops Markets 
Act was passed in 1933, in Hyderabad the Agricultural Mar- 
kets Act was passed in 1939, while since 1934 a similar legis- 
lation, ‘the Agricultural Produce Markets Act’, has existed in 
Baroda. More recently and mainly as^ result of the activities 
of the new marketing staff, some provinces and states have 
passed qv will soon pass, legislation for a better regulation and 
control of wholesale markets of primary produce. Neverthe- 
less, the fact remains that at present properly regulated 
markets are in operation only in the C.P., Bombay, Madras 
and Hyderabad. 

77. The survey of some of the more important regulated 
markets now operating in three provinces and j>ne state (see 
appendix at the ^nd of this chapter) serves to throw into 
relief two significant facts. In the first place their working 
has not always been flawless, §nd only in a very few casetf they 
have approximated to the typ^ which was recommended ]>y 
atie Royal JComihission. And, jsecon^Jly, taking India a^ a 
v^ole, the development of properly* regulated marb^^, in 
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i^ite of the advocacy of the Commission, has been a remark- 
ably slow process. What are the causes of this unsatisfactory 
state of affairs and how to remedy such a situation? 

' r 

78. In the case of regulated markets functioning under 
provincial legislation, the degree of deviation from the ideal 
ir, in the main, proportionate to the thoroughness with which 
the provisions of the law are enforced in practice. It will be 
seeih that, as well-known a market as that of Amraoti, though' 
contro^ed and regulated under the C.P. Cotton Market Act of 
1932, falls short of our expectations because of the haphazard 
enforcement of the rules and regulations which have been 
explicitly laid down. Even a fool-proof law cannot carry us 
very far, if it is half-heartedly put into force. None the less, 
it remains true that markets controlled and regulated under a 
Municipal Act tend to deviate from the model in a still more 
marked degree; and that this tendency is almost inevtiable in 
view of the conditions under which they are established. The 
reasons for this have been given above in para 75(b),* where 
the observations of the Royal Commission on Agriculture on 
this important point have been recapitulated. In actual fact 
we have seen that, for example in the regulated market of the 
C.P. functioning under the Municipal Act, the income from the 
market is far in excess of the expenditure; and that the sur- 
plus is, as a matter of course, merged with the general revenue 
of the municipality and utilised for other purposes, even when 
some of the most elementaiy facilities have yet to be provided 
for in the market. Such a policy runs counter to the basic 
object of establishing regulated markets, namely, to ensure 
for the cultivator the highest possible return for his crop. A 
part of the market fund may legitimately be earmark^ for 
effecting improvements, in the market itself, e.g. by organising 
a better news service for prices, providing godown facilities 
etc., in addition to the current expenditure on the establish- 
ment. But to divert it into entirely different channels’ of acti- 
vities in which the cultivator is not even remotely interested, 
is hardly relevant to the purpose for which regulated markets 
are advocated. To the extent to which such a diversion takes 
place, the Municipality itself becomes the middleman. The 
market cess is a direct levy on the cultivator and the incidence 
of other charges can be very largely shifted on to him. Even 
if h were theoretically possible for the cultivator in certain 
cases to shift the incidence oL the cess and other market 
charges to other shoulders, his ♦hopelessly unorganised state 
wouM automatically rule out that possibility. It follows that 
the market committee? in fixing the various charges and 
«esp 5 e!ally those which will be directly borne by the cultivator. 
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should be eyeful to keep them at the lowest level compatible 
with the maintenance of the market at a high level of efficiency 
together with an increasing supply of better facilities. In short 
our policy should be one of maximum benefit to the cultivator 
with the minimum costs. If to these considerations we add 
that, when a ma];ket functions imder a Municipal Act, the 
interests of the cultivator are not likely to be adequately ije- 
presented on^the Market Committee, that when disputes arise, 
he is more often than not likely to get less than justice, *and 
that even the selection of site for the market may not be the 
best, it becomes abundantly clear that, in some vital respects, 
such a market can be no more than an apology for a regulated 
market properly so called. We must, therefore, recommend 
thatrin future no more “regulated” markets should be esta- 
blished under a Municipal Act, and that the markets of the 
C.P., now controlled and regulated under such an Act, should 
be reorganised and brought xmder provincial legislation. 

* 79. Even this, however, may not guarantee the independ- 
ence bf a regulated market. It is but natural that, for the 
establishment of new regulated markets, there should be a 
tendency to select those places which are important business 
centres. As all such places are likely to have markets already 
in existence under the management either of a municipal 
council or a district board, the question of a financial adjust- 
ment with vested interests will frequently arise. Such a 
question bristles with difficulties. ‘It will be noticed from the 
survey of regulated markets that in many places a Market 
Committee has tciken over the charge of the market from a 
municipality. In ^ew of those cases can it, however, be said 
that the terms on which an agreement has been concluded 
with the Municipal Board to compensate it for the loss of its 
control over the market conform to the best interests of the 
regulated market. At Amraoti the Market Committee agreed 
to maifitain the roads not only; within the market yard but 
also all the approach roads. It also agreed to hand over to 
the Municipal Board whatever surplus revenue remained 
after meeting all its expenses for the establishment and other 
items in connection with the market, provided that the reserve 
balance did not fall below Rs. 2500, In the case of the Akola 
market, 15% of the gross rgvenue together wifch any surplus 
over expenditure, after providing for the reserve fund, shi)ulid 
be handed over to the Murficipal Board. At Raichur and 
Waran^al, the Market Committee surrenders 50% of the 
receipts from the market cess. Generally speaking,* |hese 
4erms impose ap tmdue sacrifice on tha Market Committee, and 
cannot be regarded as compatible with the principle ^/CN^ave 
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enunciated in the previous paragraphs, of the maximum bene- 
fit to the cultivator with the minimum cost. The ideal course, 
in our opinion, would be to compensate the Municipal Board, 
or , whatever other body it may be, once for all by paying a 
fixed sum either in lump or in several instalments. Market 
committees seem to realise more and more (the advantages of 
the latter procedure, and of late there has been a pronounced 
tendency to acquire the market place outright •by paying a 
compensation to the vested interest in question. At Bailhon- 
gal, for instance, the Market Committee has purchased the 
market-place by paying Rs. 7,000 to the Municipal Board out 
of the Market Fund. At Raichur and Warangal, the Market 
Committees are contemplating to acquire the market-places on 
payment of the necessary sum from the market fund. ' The 
same tendency is noticeable at Tirupur and some other places. 
We think market funds will, normally, be large enough to 
supply within a few years the amount required for the acqui- 
sition of proprietary rights over the market-place. Where the 
establishment of a new regulated market is contemplated arid, 
consequently, no market fund has been built up, the most 
desirable course would be for the government to advance the 
necessary amount as loans at a low rate of interest, to be paid 
back, say, within five years. On this point we have the re- 
commendation of the Royal Commission on Agriculture to the 
effect that ‘‘the initial expenditure on land and buildings in- 
cur re(J in starting them should be met from a loan from pro- 
vincial revenues”. 

80. The octroi or terminal tax levied by municipalities 
also calls for some comment. The application of Market Acts 
did not affect the income of the municipalities from this source. 
This charge is levied by municipalities at the outpost of the 
municipal barriers and continued to be realised independently 
of the market rules framed under a Market Act. At Raichur, 
Warangal and Bailhongal the municipality collects fi*om the 
inward traffic terminal tax of fes. 0-4-0, Rs. 0-3-0 and Rs. 0-12-0 
per cart respectively. At Amraoti, Akola, Dhulia, Raipur, 
Drug and some other places, there is no octroi or terminal 
tax on inward traffic. At Amraoti the municipality levies a 
terminal tax on all exports of cotton whether by rail or road at 
JRs. 0-15-0 per^bale of lint. At DJ^ulia it is Rs. 0-8-0 per bale. 

Raipur an octroi duty is charged at the rate of Rs. 0-2-0 per 
maund on all grains etc., which toe taken out of the wholesale 
■grain market for sale in the city,* or sold in the city without at 
all cpAiing to the wholesale ^ain market. The carts coming 
to the wholesale market are issued free passe^. JOf all these 
systgpjs, that of Raiput appears to be the best because tKe 
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charge falls upon the consumers who live within the municipal 
area and therefore get the benefit from municipal expenditure. 
The least desirable procedure is that of collecting taxes from 
every cart entering the market. For such a charge hits* the 
cultivator directly, although he does not in any way profit from 
the expenditure undertaken by the municipality. In fact, it 
boils down to a policy of taxing the countryside for the bensfit 
of the town dwellers. 

• 81. On behalf of the municipality it may be argued* that 
the pplicy we have advocated above would involve severe loss 
of revenue for the Municipal Board and thus upset its bud- 
getary equilibrium. We may, however, point out, firstly* that 
a policy of levying an octroi duty only on carts caiTying grain 
for retail sale in the city, in accordance with the practice now 
prevailing rft Raipur, need not lead to a serious loss of income. 
Secondly, the loss of revenue resulting from a transfer of the 
market to an autonomous Market Committee will be largely 
compensated by a rise in income from other sources and/or a 
reduction in expenses as a result of the enforcement of 'the 
market act within a municipal area. For example, a properly 
regulated market will almost necessarily attract a growing 
'volume of trade; and the amount of water tax. electricity 
charges, etc., paid by the Market Committee to the Municip^ 
Board may be expected to go up appreciably, while at the 
same time, the Board will be relieved of all expenditure for 
the upkeep of roads within the market yard and for thte main- 
tenance of the market place in Jjroper order, as these func- 
tions will devolve on the Market Committee. Lastly, if in 
spite of all this, the income of the Board were to go down, it 
could make the loss good by a slight adjustment of its various 
rates. This is all the more to be desired as the burden of rates 
would then more directly fall on tb^ shoulders of those who 
would enjoy the amenities provided by the municipality. 

82. Asc-egards the commodities dealt with in a regulated 
market, we have seen that only the Hyderabad Act includes all 
agricultural products, while the Bombay and the C.P. Acts are 
restricted to cotton and the Madras Act to cotton, groundnut 
and tobacco. The possibility of extending the scope of the 
last three Acts have to be borne in mind. In future provincial 
legislation, such restrictiqp should be avoidpd unless there 
happen to be sqme over-rimng consideration in its favour^CMy 
in very few cases (Akola)^the system of double intermeoia- 
ries, one broker for the bujier and one for the seller, h&s been 
introduced. The unequivocal recommendation on this point 

• of the Reyal ^Commission on Agricylture should not bd lost 
*^jght of. We* therefore,- reconunend an alteration iiK^e by- 
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laws of the regulated markets now in existence, so as to prevent 
the same broker from dealing both for the buyer and the seller. 
Future legislation on market regulation, or the by-laws pre- 
pared thereunder, ought to embody a clause to that effect. We 
have further noticed that in many markets bargaining under 
cover of a cloth is still the rule. Such a procedure is definitely 
prejudicial to the interests of the seller. We, therefore, recom- 
mend that the by-laws should specifically provide for open 
bargaining. The outer zone of the market has to be carefully 
fixed so fis to avoid any diversion of traffic. Its delimitation 
may very well call for a special local investigation. We 
approve of the principle, followed at BaiUiongai where the 
market limit is within ten miles of the market plabe, of register- 
ing and licensing not only the intermediaries residing within 
the market limits but also those coming from outside to tran- 
sact business within the market zone. 

83. All regulated markets, as will be seen from the 
Appendix, are controlled by Market Committees; while these 
Committees in their turn are placed either under the district 
officer and the Commissioner of Division, as in the C.P., Bom- 
bay, and Madras, or under the Marketing Officer, as in the 
Hyderabad State. The control by the Collector has not al- 
ways been conducive to the growth and efficiency of the 
market. At Bailhongal the district officer found it necessary 
to delegate powers to the local Deputy Director of Agriculture 
under "^hose supervision the market is more efficiently man- 
aged. There is much to say in favour of the Hyderabad policy. 
For example, the success of the Raichur market, which is one 
of the best regulated markets as far as supervision, working 
and layout are concerned, is largely due to the fact that here 
the Market Committee is controlled and guided by the 
Marketing Officer with the help and cooperation of the district 
officer. Our survey has also revealed that the Market Daroga 
or Superintendent occupies the key position in ,, many Regu- 
lated markets. In fact the succesjs of a market depends more 
on his integrity and efficiency than on other factors. Where 
such a superintendent is appointed, the greatest care should 
be taken in his selection. Once the right man is chosen, he 
should be given sufficient freedom of action and should not be 
entirely controlled by the Market Committee. Further, such 
a Superintendent might in many respects be usefully gijiided 
by the Marketing Officer particujarly for the introduction of 
grading, standard, and contract teims, etc. 

^4.' Two factors have been mainly responsible for the 
palpably slow growth of regulated markets in India, namely 
the opn'^>sition from^ vested interests and an imperfect appreci-- 
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ation, both by the government and the public, of the necessity 
of such markets. As regards the former, we have already 
indicated why municipal authorities are apt to look askance 
at the idea of converting a market, run and mar/aged by them, 
into a regulated market controlled by an independent market 
committee. An interesting example is provided by the Dhulia 
Market. The market-place there originally belonged tO'^he 
Municipal Board and a private person and was leased out to 
^ gin-owners. When the Bombay Marketing Act was enforced 
* there^ in 1930, the Market Committee took the land .on lease 
from* gin-owners for 3 years at a nominal rate. At the time 
of the renewal of the lease one of the gin-owners went into 
liquidation so«that the Market Committee had to approach the 
Municipality directly for a new lease. The Municipal Board 
took undue* advantage of the situation, and demanded an exor- 
bitant rent of Rs. 1,000/- per annum for the piece of land of the 
gin-owner who had gone into liquidation. The Market Com- 
mittee refused to pay such a heavy rent. A dispute is still 
pending and the Committee is trying, with the help of ''the 
revdhue authorities, to acquire the land. This is no doubt an 
extreme case, but, as we have seen before, the question of a 
financial settlement with the Municipal Board is, in general, 
a very delicate one. We have, however, indicated what, in our 
view, seems to be the best method of overcoming such oppo- 
sition. We hold that the Market Committee should once for 
all acquire the market place, and pay adequate compensation 
to the Municipal Board. In fixing the amount to be paid as 
compensation the Government can lend a helping hand and, 
in extreme cases, take the necessary steps to overcome the 
opposition of a recalcitrant Municipal Board. Lastly, the 
amount required for compensating the Board or in cases 
where a Municipal or a District Bpard is not involved but 
initial expenses have to be incurred on land and buildings, 
the sum required for this purpose, should, whenever necessary, 
be advanced* by the government in the form of a loan. Such 
a loan could be easily repaid by the Market Committee, for, 
as the survey of regulated markets shows, in every case there 
has been an appreciable accumulation of market funds. 

85. The opposition is, however, by no means confined to 
Municipal Boards. In faqt, such intermediaries as brokers, 
weighmen, etc., who find their very means of livelihood jeo- 
pardised, have often combined to oppose the enforcement of a 
Mark^ti^ Act in a particular area. Such opposition is per- 
haps more difficult to overcome. Nevertheless, disagreeable 
•^as the taA is, it must be pushed tlvough. The line of least 
^resistance would in this case mean a perpetuation orSs^ei- 
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ency in the marketing system. At Raichur, Warangal and 
Dhulia pressure was brought to bear on them till they decided 
to faU in line with the Market Committee and work the Act. 
Opposition of«nerchants at Amreli and Bodeli has been mainly 
responsible for the slow progress of regulated markets in the 
Baroda State. There is every likelihood that, with the at- 
tempt to introduce regulated markets in other places, there 
would be a repetition of similar experience. • 

86. We are convinced that both the public and the govern- 
ment ai'e, in many cases, only imperfectly aware of theT great 
benefit to be derived from regulated markets for the disap- 
pointingly slow development of new regulated markets in 
India. The advantages of market regulation have been more 
or less implied in what has preceded. Nevertheless, it would, 
we believe, be worth while to mention them specifically before 
we conclude this chapter. 

(i) The cultivator can directly negotiate with buyers. 

(ii) Latest and most reliable information can be taade 
available on such vital points as the ruling prices in 
other important centres, available supplies, etc. 
Such information can be broadcast by a radio. 

(iii) Unauthorised allowances, either in cash or kind are 
ruled out. The net incidence of charges is appreci- 

* ably lowered and the cultivator gets a higher net 
return for his produce. 

(iv) As there are many buyers, the selling competition^ 
common in village sales, with deplorable effects on 
prices, is avoided. In consequence, the cultivator 
has a much better chance of securing a higher 
price. 

(v) In an ideally regarded market, sale§ are effected 
either by public auction or are declared openly and 
the consent of the seller is obtained. He cannot, 
therefore, be so easily victimised on account of his 
ignorance. 

(vi) Expenses from the market fund provide a number 
of facilities and conveniences which would not 

^ ^ otherwise be available: sheds for cattle, water 
troughs, protection ag^st fire, godowns, good sani- 
tary conditions, market news service, library, etc. 

• There is an indefinite scope for expending facilities 
from which severs no less than other . classes dealing, 
c with the market would benefit. 
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(vii) Scales, weights and measures are properly controll- 
ed. They are either standardised or regularly 
checked so that the cultivator is effectively insured 
against fraudulent weighment. * • 

(viii) When disputes arise, he can be sure of a fair deal. 

(ix) All functionaries working in the market a^e 
registered, licensed and controlled by the market. 
The cultivator is, therefore, protected against ftial- 

• practices. 

(x) The direct touch with the market, the demonstra- 
tion of products of different types and quality, 
opers his eyes and he knows better what type and 

• variety of a crop he should produce. 

(xi) A’ regulated market can become a very effective 
means of educating the cultivating classes in rural 
sanitation, in agriculture (the Royal Commission 

^ recommended utilisation of such markets for agfi- 

^ cultural propaganda and demonstration), in thrift 
(if some suitable thrift institution is founded in the 
market) etc. 

(xii) Consumers and the public are also benefited. The 

cultivator often indulges in the adulteration and 
mixing of produce. Regulated markets will provide 
an effective check on such practices. ^ 

(xiii) Grading, standardisation, etc., can be more easily 
introduced and popularised through such markets. 
Gambling in **future” can also be controlled and 
kept within reasonable limits. 

In conclusion, we recall the observation of the Royal Com- 
mission on Agriculture: “Well regulated markets create in the 
mind of the cultivator a feeling of confidence and of receiving 
fair plajr; and, this is the mood in which he is most ready to 
accept new ideas and to strive to improve his agricultural 
practice”. Though “the value of the educative effect of well 
regulated markets on the producer can hardly be exaggerated, 
it has yet to be recognised inJndia”.* 

87. The marketing surveys carried on under the aegis 
of the Central Marketing S^pff revealed the grigat need for a 
better regulation, of markets. Provincial staffs also have be€»i 
emphasising the same need/ It is gratifying to note that 
the Centred Staff has been ^ endeavouring to stimulate the 
growth of such markets. In iuconference held in April J.938, 

• 1, Vide Report on page 388. 
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of the Central Marketing Staff and Senior Marketing Officers 
in Provinces and States, a draft model Bill for the regulation of 
markets was drawn up.^ The bill which was designed to form 
the basis for^ local legislators was circulated to the provinces 
and States. In the Punjab a Marketing Act was passed in 
1939. Bills suitable for local conditions have been introduced 
oi- prepared in the United Provinces, Bihar and Bengal and 
were under preparation in Sind, the North V7est Frontier 
Province, Mysore and Travancore. In addition, the Bombay 
Act is being amended to include crops other than cotton. Pro- 
vision for statutory regulation of markets was made some 
yealrs ago in Gwalior and Patiala. The C.P. has the oldest 
marketing Act while in Madras too marketing legislation has 
existed since 1933. Thus very soon legislation for regdlated 
markets will be in existence practically in all the provinces and 
in all the bigger and more important States. So far so good. It is 
now to be hoped that provinces and States will make prompt 
and unstinted use of the new legislation. The phase of ex- 
perimentation in regulated markets is now over. 'What is 
needed at this stage is their multiplication on the basis of the 
consolidated results of our past experience. It is, therefore, 
our ardent hope that, during the next few years, new and 
properly regulated markets may spring up aU over India at a 
very much greater pace than has hitherto been the case. 


2. The main recommendations in the bill are: — 

(a) that fldl existing markets and* market charges should regis- 
tered. 

(b) that regulated markets should be established, in which^(i) the 

number and amount of market charges should be &ed, and 
the of payments in aid should be reduced; (u) persons 

entitled to levy, charges and market operator eg. dal^ 
should be licens^ (iii) practices in regard m weighment* 
sampling, auctioning, etc., ^ould be standardised. 
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The Working of Regulated Markets in India. 

\ 

1. Central Provinces. 

■ • 88. As indicated in the previous chapter, regulated mar- 

kets in* the C.P. fall into two distinct categories: markets 
regulated and controlled under the C.P. Municipal Act, ^d 
those operating under the Berar Act of 1897, as subsequently 
amended in 193^. Let us consider these two classes separately. 

89. As examples of the markets Derating under the 
C.P. Municipal Act may be mentioned those of Raipur, Drug 
and Nagpur. The market of Raipur has, from its origin, be- 
longed to the Municipal Board which controls it through its 
Executive Committee. It is situated close to the railway 
statiomand at a distance of about a mile from the town. The 
market yard contains a big tin shed for temporary storage 
to protect the cultivator’s produce from rain. No storage 
rent is charged for the first three days after which Re. 0-1-0 
has to be paid daily for each bag. Within the market area 
there are also permanent godowns and shops which are let 
out by the Municipality to the Arhatyas and others jon a 
monthly rent. Although all kinds* of grains are brought to 
the market, rice is the chief commodity dealt with. Market 
Daroga or Superintendent is the de facto executive head of 
the market. Disputes are also settled by him, and only when 
his decision is not accepted by the parties, the matter is 
brought before a special tribunal consisting of two members 
of the Executive Committee of the Mdhicipal Board and one 
representative of the market. If the tribunal fails to arrive 
at a unanimous decision, the case is ultimately settled by the 
^executive committee. In cases *of exceptional urgency the 
president settles the dispute and reports it to the Executive 
Committee for information. 

. 90. All the operations in \he market are either registered 
or licensed. Dalals, measurers, male coolies have each to pay 
an annual fee of Rs. 12, that*for a female coolio being Rs. 9. 
As for^narket chsirges, both buyer and seller have each* to 
pay 3 annas per cart for dalaU; and but of the 6 annas j>aid 
by them, 4 annas go to the •Municipality. The measjpring 
charges are i pice and 1 pice per candy for the seller and*t)ie 
bilker respeetively. "nie seller has to gay 2 annas, per ^rt as 
coolie charges. No octroi is* charged for any produc^sold. 
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inside the market yard. For produce sold outside the yard 
or taken out for retail sale, an octroi duty of 2 annas per 
candy is charged. The produce meant for export is, however, 
allowed free despatch. 

91. The dalal serves as the intermediary in settling the 
transactions between the seller and the Buyer. All transac- 
lions are entered into the dalal’s book. As soon as a trans- 
action is over, his book is examined by the Slarket Daroga 
in order to ensure that the seller and the buyer are boflh 
agreeable to the price at which the produce is to he sold. 
When the final agreement is reached, the dalal deposits Rs. 5 
per cart as earnest money on behalf of the jDuyer. 

92. The sources of income of the Raipur market aJe: — 

(i) Market cess at the rate of 4 annas pet cart realised 
on its arrival. In 19S7-38 there were 85,247 arrivals, yielding 
a revenue of approximately Rs. 21,300. (ii) Godown and 
land rent, (iii) Sale of manure, (iv) Octroi on prodjjce sold 
dutside the market yard, but within the municipal ar^a. (v) 
Licensing and registration of dalals, coolies, measurers, etc. 
and carts plying for hire within the market area. The main 
item of expenditure is the maintenance of the staff for the 
management of the market. The income is, however, far in 
excess expenditure. The surplus revenue of the market 
which is a fairly large sum is merged with the general revenue 
of the municip^ity and spent for purposes not connected with 
the market, though the facilities provided for the producers 
and other operators in the market are far from being adequate. 

93. The Drug market differs from that of Raipur mainly 
in respect of the methods of transacting business and of settling 
disputes. The seller on his arrival at the market yard imloads 
the cart and obtains i^ceipt from the market Daroga, which 
he sticks into the heap. The dalals assemble round the heaps 
and make offers. The name of the highest bidder is entered 
in the receipt book in the*presence of the Market Daroga. 
Subsequently auction takes place and the name of the final 
bidder is entered in the receipt and earnest money is^deposited. 
The produce is then measured hy licensed measurers and the 
final entry as to the quantity is made, and one copy is given 
to the selleij and the other c^y retained by the Market 
^Deroga. The Finance Committee (7 members) of the Muni- 
cipal Board (18 members) manages the market, and its Chair- 
maii' (Vice-President of the Municipal Board) carries on the 
adiphiistrative work on theq: behalf. Disputes ate either 
settled by the Chairn?an hin^elf on the sj^ot, pr he deputes 
one.qx the members of the Committee for enquiry and repbrt 
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and the final orders are passed by the Chairman. The dis- 
putes are generally decided within 24 hours and if the decision 
of the Chairman is not acceptable, an appeal can be made 
to the President of the Mxmicipal Board. > « 

94. We now turn to the markets controlled and regulated 

under the C.P. Cotton Market Act of 1932. These markets, 
as the legislation explicitly mentions, transact wholesale busi- 
ness only in botton. The best examples of this t 5 rpe are those 
^f Amraoti and Akola. The Amraoti cotton market is one 
of tha 'biggest and most well-known markets in the whole of 
India. The average arrival of carts per year is estimate at 
1,00,000. The market was started as early as 1872 under the 
control of the Municipal Board. The Committee of the Board 
whicn regulated the business, consisted of the representatives 
of merchants and dalals, but themterests of the gi'owers were 
not represented on it. According to the rules laid down by 
the Cotton Guard Committee no dalal was allowed to use the 
markgt without a license: cotton weighmen could take ^o 
Kapa^ as payment; the charge for weighing one boja of cotton 
was not to exceed 1^ annas and the same rate was fixed for 
dalali; no sample could be taken from any Dokra; all cotton 
brought to Amraoti had to be registered at the cotton market, 
and people violating these rules were prohibited to use the 
market. Since 1873 a guard fee or toll of one anna per boja 
was collected in order to meet the expenses of maintaining 
the guard. ^ 

95. Although the Amraoti market, as managed by the 
Cotton Guard Committee, was in many respects a forerunner 
of a properly regulated market, it was not converted into a 
full-fledged regulated market until the passage of the Act of 
1897. Three years later the Amraoti Cotton Market Com- 
mittee was formed. This Committed took over the control 
and management qf the market from the Municipal Board on 
condition that after defraying all the charges of the market 
and keeping a reserve balance of Rs. 2,500, the surplus revenue 
would be handed over to the Municipal Board. Tht Com- 
mittee consisted of 5 members,, two of which were nominated 
by the Municipal Board and three were representatives of 
the traders in the market. In 1923, when the Act of 1897 was 
amended, the Committee was reconstituted as follows: Out 
of 11 •members 4 werfe elected by local traders, 4 bjfe tjje 
cotton-growers of the Tahsil, %)ne nominated by the Municipal 
Board, one nominated by t^e District Board and one Repre- 
sentative of the local co-oper§tive societies. The Coxftipittee 
elects its Qjyn Chairman, its life bei^g for three years. The 
control and management is under the Market Cohunittee 
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which in its turn is placed under the supervision and control 
of the district officers, while, for the administration the Com- 
missioner of the Division is the final authority. 

96. In {he market yard which ^contains very good office 
buildings, three big tin sheds are provided for the convenience 
of sellers and traders. There is also a literary with ^ radio 
fdi* receiving news. The market approaches include all roads 
whether under the jurisdiction of the Government, the Dis- 
trict Board or the municipality; and as all these approach 
roads together with those within the market yard proper have 
to be maintained by the Market Committee, hardly any sur- 
plus revenue is left for the Municipality. Thp Market Com- 
mittee which is exclusively responsible for the managopient 
of the market, has four permanent sub-committees which 
respectively deal with disputes, audit, public works, and the 
c:hecking of scales and weights. There is a permanent staff, 
at the head of which stands the Market Daroga who is re- 
ponsible for general management, supervision, directicKi and 
control, and also for recovering market cess and license fees 
from Adatyas, brokers, etc. and for maintaining the regular 
accoimts of the market funds. Buyers, dalals, weighmen are 
all registered and licensed by the Market Committee and 
have to pay an annual fee of Rs. 100, Rs. 60 and Rs. 5 respec- 
tively. The market charges are clearly defined and include 
Re. 1 ^er cart (1 to IJ khandi of 784 lbs.) for dalali. Re. 0-1-6 
per c^t for weighing and |le. 0-1-0 per cart as market cess. 
In addition to these charges which are paid by the seller, the 
buyer pays Re. 0-2-6 per cart as handling charges. There is 
a local Dharma Conunittee for the maintenance of Dharm- 
sala, Gowsala, etc. and, though the charge is optional, Dalals 
usually pay Re. 0-1-0 per cart to this fund. Carts have a free 
entrance into the markettyard, but a terminal tax of Re. 0-15-0 
per bale of lint is levied by ffie Municipality on all outward 
traffic either by r£dl or road. The total inconip during the 
year 1936-37 was about Rs. '17,000 and total expenditure 
Rs. 14,000. 

97. The example of the Amraoti Cotton Market is in- 
teresting in many respects. Although the rec 9 nstitution of 
the Market Committee in accordance with the amended Berar 
Act of 1897 marked a definite improvement, the actual opera- 
tions>x>f the market have revealed somfe serious defects." The 
market laws, it would appear, ‘are not strictly enforced so 
that niuch of the benefit expected from market regulation is 
lost. ^The illiterate cultivator leaves himself entirely^ in the 
hands of the Dedal who is li^ually inclined^ to «/avour the^ 
buyfr^^'^'Hie obsolete practice of fixing the price under covet 
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of cloth by secret signs is still in vogue. Once the price is 
settled between the Dalai and the bujrer, the cart is taken to 
the ginneries for weighment. After a few wei^hments the 
buyer or his broker frequently finds fault with the quality 
of the cotton and asks for a price reduction. The cultivator 
who usually cornea a long way and bears all the costs of 
transport is usually left with no other alternative at this sta^e 
than to agree'* to such arbitrary demands. Although maiiket 
'lailes provide that prices shall be fixed in the market yard, 
and that no deduction shall be made except when the quality 
of cotton is inferior to the sample on the basis of which price- 
fixing takes place, the general practice is to make deductions 
in wejghment iy one to four Dhadis (Dhadi— 7 lbs.) from 
the actual weight. As regards the weiglment of Kapas, there 
are licensed weighmen, but the system is such as to incline 
the weighment to favour the buyer. Worst of all, sometimes 
carts go directly to the ginning factories without entering the 
marked yard at all. This is a definite breach of the cottop 
market rules and is punishable by law, blit the Committee 
seems to be concerned only with the recovery of the cess due 
and no further action is taken. 

98. Like the Amraoti market, that of Akola, first started 
in 1886, was reorganised under the C.P, Cotton Market Act 
of . 1932. The average arrival of Kapas is 60,000 carts and 
3,000 bojas of lint. Its organisation and management are essen- 
tially similar to those of the Amraoti Market. There are only 
two differences worth mentioning. As the market originEdly 
belonged to the Municipal Board, the Market Committee, ai> 
cording to the terms of the agreement, has to pay to the Board 
15*% of the gross receipts constituting the market fund and 
whatever surplus revenue is left after making provision for 
the reserve fund. In the Akola market there are separate 
dalals for the buyer and the seller. This is a definite improve- 
ment oif the Amraoti system. ; 

2. BOMBAY. 

99. The Bombay Cotton* Market Act of 1927 was first 
applied to Dholia (1930), an important centre of cotton in 
Khandesh, where the average arrivals of cottoji amount to 
45,0,00 carte of Kapas and IjbOO carte of lint per. year, lihc; 
market contains no buildings other than the office rooms, as 
the Market Committee has not.acquired any proprietary rights 
on the land owing to a dispute Iqpg pending between the Cpm- 
n^ttee and tjje Mimicipal Board of Dhqjia. The Market Cofti- 
mittee vdiichis x'esponsible for the control and manageiffte^it of 
the market,, has 14 members, including 7 representatives of 
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g]!!owi^rs, 4 of local traders and one each of the Agriculttiral 
pepartznent, the Municipal Board and the District Board. As 
in the case of the regulated markets of C.P., the work of the 
M&*ket Committee is supervised and controlled by the district 
revenue officers. The Committee discharges its functions 
through three sub-committees, namely, Executive, Audit and 
DRCspute. Sellers and buyers are first allowed to settle dis- 
putes amicably; and, if they fail, the matter is referred to the' 
market superintendent who goes to the spot and tries to settle 
the matter. If the superintendent too fails, the case goes to 
the^ disputes sub-committee. A complaint fee of Re. 0-4-0 is 
charged for referring every dispute to the , sub-committee. 
One member of this sub-committee forms the quorum apd its 
decision is binding. The settlement of a dispute takes only 
one to four hours. Between 1930-31 and 1937-3*8 there were 
altogether 3,214 disutes, of which no less than 3,080 were 
settled by the superintendent. Prompt and impartial settle- 
n\ent of disputes is one' of the strong features of this quarket. 

c 

100. Buyers, dalals and weighmen are licensed and have 
to pay an annual fee of Rs 10, Rs. 30 and Rs. 5 respectively. 
Before the application of the regulated market Act to the 
Dhulia market^ the market charges to be pald by the seller 
amounted to Rs. 3-8-0 per cart of Kapas. 'The present charges 
are only Rs. 1-12-0 per cart so that there has been a 50% 
reduction in the charges ^o be paid by the seller. Further, 
as mentioned in the last chapter, all these charges have been 
clearly defined. The Municipality charges a terminal tax on 
outward traffic of lint, only at Re. 0-8-0 per bale of 400 lbs. 
The income of the market constitutes the Market Fund and 
is derived from the market cess (2 annas per cart), registra- 
tion and licensing fees^ sale of manure and grass and land 
rent of shops, llie total annual income is approximately 
Rs. 7,000. The annual expenditure amounts tq^Rs. 5/)00, the 
chief items being the salaried of the staff, telegrams for infor- 
mation on price, etc. 

101. The ruling prices in Bombay and America are re- 
ceived by telegrams and put up at the gate for the information 
of the sellers ^d dealers. The practice of settling prices under 
cover of cloth is, unfortunately, kill the custom. The- weigh- 
ment is done at the ginneries •by licensed weighmen. The 
weights and scales are, howevpr, regularly checked by the 
Goyefnment Inspector of weights and measures and* stamped 
unider the Bombay Government Weights ahd Sj^gasures Act. 
Mfdpz^ctice in weighmtot seems'to have been effectively eliihi- 

fViie nrkorlraf 
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102. The Bailhongal market which was started in 1936, 

IS one of the new regulated markets of the Bombay Presi- 
dency. The market yard which had been acquired by the 
Municipal Board and auctioned in plots to Dsdals, was pur- 
chased by the Market Committee out of the Market Fund for 
a sum of Rs. 7,000. The market is run on lines similar to those 
of the Dhulia market. The main points of difference are: y.) 
After the examination of representative samples, an open 
auction is held hy the Market Superintendent in a shed where 
Duyers, dalals and sellers assemble, (ii) Final weighment 
and settlement of prices are done in the market yard itself 
before the produce is taken out, so that there is no chanoe of 
disputes subsequently arising at the ginneries, (iii) Not only 
the hitermediaries operating in the market, but all traders 
within the market limits of ten miles radius from the town 
of Bhailhongal are licensed. Within these limits no trader 
is allowed to function without a license, (iv) There is a repre- 
sentative of the Agricultural Department, usually the local 
Cottoft Superintendent, on the Market Committee. The Col- 
lector of the District has delegated to the Deputy Director 
of the Circle his powers to supervise the working of the mar- 
ket. In all these respects the Bailhongal market marks an 
improvement on many others, as is also reflected in its greater 
efficiency. • 

103. As a last example of regulated markets in the Bom- 
bay Presidency we may take the Baramati markets This 
market is still in its infancy and* does not possess a regular 
fenced yard. The site is rented from the Municipal ^ard 
at a nominal rent of Rs. 5 per annum. The produce is auc- 
tioned openly in the market and is sold to the highest bidder. 
The weighment, however, takes place on the premises of the 
ginneries and subsequent disputes are not at all rare. On 
the whole, the interests of the grov^g class are much less 
effectively safeguarded in this market than in the other two 
already exaifiined by us. • 

3. MADRAS. 

104. The object of the Madras Commercial Crops Mar- 
kets Act No. XX of 1933 is to secure better regulation of buying 
and selling of commercial crops (cotton, ground-nut, tobacco) 
and to establish markets fpr this purpose in Jhe Presidency 
of Madras. The Act is administered by the local govenvnqpt 
through the CoUectof of the District and his staff. So far the 
Act has teen applied to the^Market of Tirupur in Coinlbatore 
District, which is the biggest gotten market in the Pr&i^ency 
•«nd handles about 1,60,000 bajes of. Cambodia, Karunganni, 

^adam and omer cotton. The Act whs applied to thd^irupur 

■ •• 
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market with effect from January 1, 1936, under Section 3 of 
the Act, which lays down that it is not necessary to consult 
the municipalities or the District Boards of the area in which 
tl\e application of the Act is contemplated. 

105. The Market, which originally belonged to the local 
Municipal Board, came, in 1936, under the management of a 
IS^arket Committee of 12 members including five elected by 
the cotton-growers, four elected by the licensees functioning 
in the market, one nominated by the local Municipal Board, 
two nominated by the Government, (one being a Deputy 
Director of Agriculture and the other a mill-owner of Coimba- 
tore). The life of the Committee is three years. The Tirupur 
Market is a decentralised market. The sales fake place in the 
gins and shops of the merchants scattered all over the*town. 
At present there is no one fixed market yard' for business 
traiisactions. The functionaries are licensed and the market 
charges are regulated. In 1936 and 1937 altogether 86 and 70 
licenses were issued. In other words, in those years the^e were 
86 and 70 market places respectively, where transactmns in 
cotton could take place. The fee for such a license is Rs. 50. 
It is the object of the Government to reduce step by step the 
number of licenses issued and gradually concentrate the whole 
market in one particular place. A beginning has already been 
made in this direction inasmuch as the Market Committee 
has purchased the Holmes Cotton Market. 

106. The Market Committee elects its own Chairman and 
carries on its functions thfough five sub-committees (Execu- 
tive, Dispute, Control, Audit and Repairs). As regards the 
staff, the most important feature is the appointment as Secre- 
tary to the Market Committee, of tlie local Senior Agricultural 
Inspector. His services have been lent for three years, for 
which the Committee h^ to pay. The appointment of sudi an 
experienced man was necessary as it was the best guarantee 
that, during the early stages of the new regulated market at 
Tirupur, all experiments weuld be carried oh along right 
lines and thereby ensure its ultimate success. 

107. The Secretary of the Market receives information 

from Bombay on the price ruling in New York, Liverpool and 

Bombay, twice a day by telegram. These prices are duly 

published and copies circulated to aU parties interested in the 

market. The^information received from Bombay constitutes 

the •"basis for the settlement of prices. As there is no fixed 

market yard, the carts go to the shops of brokers and gins 

where, actual sales take place. The cotton is usually delivered 

to ^e premises of the buyer. •’Every weighman must have a 

licence^from the Markeg; Committee and, as they*Tu:e all paiE 

.servants of the licensees, no charge is allowed for weighment» 
* » • « 



' RURAL MARKETING & FINANCE 


89 


Weights and scales of traders are checked now and then from 
shop to shop by the Control Sub-Committee or by any of its 
members at any time. The marketing charges, before the Act 
was applied to Tirupur, worked out at 8 annas and 280 lbs. of 
Kapas and Rs. 1-5 on 520 lbs. of lint. The present charges 
have been fixed at ^the following level: (i) brokerage — 6 annas 
per candy of 784 lbs. of Kapas or 12 annas per candy of 784 lbs. 
of lint; and (i?) market cess — 4 annas per candy of 784 lbs. of 
•lint and 3 annas per candy of .784 lbs. of Kapas. That there 
has been a solid reduction in the incidence of the market 
charges, is evident from these figures. Unless cotton is deli- 
vered to the premises of the buyer an additional charge^ 6f 
6 annas per candy has to be paid by the seller. 

108. The income of the Committee constitutes the Market 
Fund and is^ derived from registration fees, licensing fees, 
market cess and other miscellaneous items. In 1936 and 1937 
the total receipts amounted to Rs. 25,000 and Rs. 26,500 
respectively. The main items on the expenditure side arc 
the esi^bhihment costs and the market news service. Tlie 
tptal e:kpenditure amounted to Rs. 12,000 in 1936 and Rs. 12,500 
in 1937. In other words, in both years receipts were double 
the amount spent. 

109. While the Bombay and the C.P. Acts are confined 
to cotton and (that of Madras to ^^Commercial Crops” (or in 
practice, to cotton, groundnut and tobacco), that of Hyderabad 
deals with all agricultural commodities. In this respect the 
Act, therefore, represents an imprcArement on the other three 
because it tries to protect the interests of the cultivator all 
along the line. Usually several commodities are dealt with in 
the market; and if the legislation were to provide the cultiva- 
tor protection in respect of one particular cominodity, dealers 
would, in all probability, make good wjiatever they might lose 
on the controlled commodity by widening the profit margin 
to be realised from transactions in commodities which are not 
controlled. Tile Hyderabad Act,^imlike that of the C.P., Bom- 
bay and Madras Acts, was originally administered by the 
ftirector-General of Commerce with the help of the District 
Officers. Later, when a separated Marketing Section was 
formed, the Marketing Officeb, the head of tffis section, was 
made responsible for the administration of the Act. At present 
there are about ten regulated markets working under this 
Act. • 

110. The Raichur market Vas constituted in 1339 F^, i.e., 
four ye^s after the new legislation was passed. Befojre the 
application of the^Act,jthe market was controlled by the Mu;ni- 
c^al Board. • Transactions were<carri^ on in any par+ of the 
Raichur bazaars. The Municipal Board charged a terminal tax, ^ 
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of 4 annas without, however, providing for any amenities. A 
market cess of Re. 1 per cart was levied in order to create a 
Market Fund. There was a good deal of opposition at the outset, 
vthich was later on overcome, thanks to the tact, patience and 
propaganda of the Collector. The present limits of the Raichur 
market have beeil fixed with a ten miles r|idius from the Col- 
l^ctorate of Raichur. The market is managed by a committee 
oi 12 members, six of them being representatives of the 
growers, four of traders, one of the local Municipal Board aijd 
one a nominee of the Government, \.e., the Collector of the 
district. It has to be reconstructed every two years. For the 
use of the market place the committee has to pay to the Muni- 
cipality half of the income realised from the market ceSs. 

111. A sub-committee of three members (two represent- 
atives of growers and one of traders) is supposed to control 
the activities of the market. In actual practice, however, most 
of the work is done by the market superintendent, including 
settlement of disputes, which very seldom go before the sub- 
oommittee, and still more rarely to the Market CorRmittee. 
The buyers, Kachcha dalals, weighmen and measurers are 
registered and licensed and have to pay specified fees. As in 
the Bombay Act, all market charges payable by the seller and 
the buyer, have been carefully defined. A Dharmada is collect- 
ed by the Market Committee from the dalals every month. 
A special charity committee consisting of two members from 
the Market Committee and two from the licensees is in charge 
of this fund which is allotted to various charitable institutions 
and schools. The Municipal Board charges 4 annas as the 
terminal tax per cart on aU carts entering the Municipal area. 
The total income derived from the market cess, payable to 
the Municipal Board, does not exceed Rs. 7,000, thus leaving 
a handsome surplus jyhich could be utilised for financing 
further iniprovement in the market. 

112. The Warangal market* closely resembles^ that of 
Raichur in its organization and working, althdUgh its lay-out 
is not so good. The market limits are fixed with a six-mile 
radius from the centre. All kinds of commodities are desdt 
with, such as ghee, oils, cakes, chillies, cotton, oilseeds and 
grains. The market place origmally belonged to the Munici- 
pal Board. After the application of the Act, it has been let 
out to the Market Committee. As in the case of the Raichur 
Market, the latter has to surrender half of the receipts from 
the piarket cess, which amgtmts to a sum of Rs. 7,000 a year. 
Also this case, the establishment of a regulated market with 
tlvB«4evy of the market cess (two annas per c;^) caused at first 
a goo^ deal of public station which was gradually overco|he 

, . by the Collector. 



PART IV. 

SOME TECHNICAL CONSIDERATIONS. 

• CHAPTER VIIL 

STANDARDIZATION OF WEIGHTS & MEASURES 

113. All writers, official or non-official, on agricultural 
marketing in Inflia, have drawn attention to the absurd mul- 
tiplicity of weights and measures. The Royal Commission on 
Agriculture^ found that in sixteen markets of the East Khan- 
*desh districts of the Bombay Presidency, the maimd had 
thirteen different values ranging from 21 J seers at Bodwad to 
80 seers at Pachora. The Indian Cotton Committee pointed 
out to .^e Commission that, over the greater part of the Boxrf- 
bay Presidency, cotton was bought and sold on the basis of 
a Khandi of 784 lbs. of lint, which was, in consequence, known 
as the Bombay Khandi. In the south of the Presidency, the 
Unit was a nag of 336 lbs. In Khandesh, tlie Khandi varied 
from 160 to 250 lbs. The Madras Khandi was only 500 lbs. 
of lint, but in the tract in which “Western^^ cotton was grown, 
the unit was the nag of 312 lbs. At Cawnpore, there Was a 
special cotton maund of 50 standafd seers, that is, about 103 
lbs., both for lint and kapas. In other parts of the United 
Provinces, the standard maund of 82-2/7 lbs. was generally 
used for Kapas, lint being sold in bales of 400 lbs. Again, in 
the Jhelum districts of the Punjab, there were sLx different 
measures by which grain was bought §nd sold within an area 
of sixty square miles. 

114« The chaotic state of weights and measures in India 
has been more clearly brought cftit in all the reports recently 
published by the Central Marketing Staff. “Weights made 
of sticks, stones, and bits of old iron are a common feature in 
the markets and villages. A ^eer may range from 31 tolas to 
102 tolas as in the Punjab, a paseri which is five seers, may 
range from 5 to 9 seers; and the maimd may go up to 64 seers 
as in parts of Bihar and Ori&a. Even the tola— normally ^the 
weight of one rupee — ^is not always the same”.^ * 

The^ Wheat Report contains a photograph of the weights 
and measures and scales used in India, which vividly bi^gs 
* 1. Report the Commissioi^ p.396. 

2. Wheat Report, p.94. 
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home this absurd state of affairs. The reports on linseed and 
tobacco have brought together a mass of details on the wide 
variations in the weights and measures employed, for which 
itr would be^difiicult to find a parallel in* any other country.^ 

115. This multiplicity of weights and measures employed 
in India has deplorable effects in several ways. Firstly, it 
affords greater opportunities for cheating the ignorant culti- 
vator, and unscrupulous dealers readily avail 'themselves of 
sucn opportunities. Secondly, it gives rise to needless coni- 
plications in practice as between one market and another 
which is by no means conducive to the interests of trade and 
coifamerce. Thirdly, for the collection of dat^ on price move- 
ments, the relative level of prices in different regions, the 
volume of ' agricultural production, etc., lack of standard 
weights and measures is bound to be a great handicap and 
seriously affect the accuracy of statistical calculation. Nobody 
would question the advantage of having only one unit of cur- 
rency in terms of which prices can be expressed in different 
parts of the country. The advantages of having a miiform 
currency are, however, partially lost if weights and measures 
are not standardised; for a particular set of prices, though 
expressed in terms of one currency unit, will lose much of its 
value in the absence of any uniformity in the imits employed 
to measure the quantities of commodities whose prices are 
given. 

116. In view of the urgency of the issue it is strange that 
reform in this sphere should have been delayed so long. In 
1913, the Government of India appointed a Committee to 
investigate the subject. The committee recommended, among 
other &ings, that tiie maund should be declared the standard 
weight of India. No action was, however, taken by the Gov- 
ernment of India and nlatters were left where they had, stood 
before the appointment of the Committee. The Royal Com- 
mission on Agriculture devoted, as was but n&tural,' serious 
attention to Ae subject and pressed for immediate reform. 
We have already seen that in ^e regulated markets provision 
was made for inspection, verification and correction of scales, 
weights and measures. The Cotton Ginning and Pressing 
Factories Act empowered local Governments to make rules 
prescribing weights and scales, to be used in these factories 
c(jad<.make arrangements for their inspection; and sucH^ rules 
were made in several province^. The Bombay , Government 
was, however, the first to take active steps to put aq end to 
the ^Intolerable state prevailkig in respecj of weights and 

*3. See Linseed Repor^ pp. 256-^ and the Tohaceb Report, p^. 
.356-7. 
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measures. The Bombay Weights and Meastxres Act was 
passed in 1932 (See Appendix to this chapter). In March 1936 
it was made applicable to the whole province. It is expected 
that in the near future all the old bazaar and village weights 
will disappear. Incidentally, Hjie administration of the Act 
has not only involved no extra expenditure, it has actually 
proved to be a sourbe of income to the local Governments, j 

117. Accoiding to item 51 in the Federal Legislature Last 
in the seventh schedule to the Government of India Act* of 
ld35, the Central Govenpnent is responsible for the establish- 
ment of standards of weights, while Provincial Governments 
are concerned with ‘weights and measures' (item 30 in the 
Provincial Legislature List). The Legislative and Executive 
authorfty of the centre is, therefore, confined to the establish- 
ment of standards of weights, while the enforcement of the 
use of weights based on these standards is a matter for the 
Provincial Governments. Accordingly, a “Standards of 
Weights” Act was passed by the Central Legislature, which 
received the assent of the Governor-General on 28th MarcK 
1939. The Act will be brought into force as soon as the neces- 
sary rules under it have been framed. (The full text of the 
Act will, be found in the Appendix to this chapter.) 

118. This Act has imdoubtedly been a step in the right 
direction and constitutes a landmark in the process of esta- 
blishing uniform weights and measures throughout British 
India. ']]^e Act will soon come into# force, but the realisation 
of the objective will largely depend on the initiative taken by 
the provincial governments on the basis of this Act. As 

* regards the progress in the provinces, we have referred to 
the Weights and Measures Act of 1932 v/hich, in an amended 
form, is now ih force in the provinces of Bombay and Sind. 
The question of introducing necessary legislation is now under 
consideration in all other provinces. Even after such legisla- 
tion is paissed in the provinces, it^will not be an easy matter 
to overcome the force of trade custom and local tradition. 
In the provincial legislation some allowance will have to be 
made for such custom or tradition. Although the adoption of 
uniform weights and measures «dl through the country should 
be our ultimate aim, their standardisation within provincial 
limits will be a big step forward and will pave the* way for the 
ultimate* realisation of that aim. Any laxity in the enforce # 
ment of such provincial legislation will, however, neutralise 
much of its benefit. While ^ringent rules should be laid 
down for ^enforcing such laws as^ may be enacted by provin- 
cial governments, ill would at the same •time be necessuy to 
educate the pubfic, particularity {he cultivating classes^ and 
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convince them of the solid advantages which the adoption of 
standard weights and measures would bring in its wake. In 
education of this kind, and the intelligent and vigilent watch 
on the part of the cultivator over his own interests result- 
ing therefrom, lies the most effective guarantee that laws 
passed by provincial legislatures will be actually enforced in 
practice. 

119. As regards the financial aspect, we have seen that 
the administration of the Bombay Act has not only been sefS- 
supporting but has actually left a substantial surplus. «. In this 
connection a reference may be made to a striking feature of 
thb Act passed in Burma about twelve years ago for the regu- 
lation of weights and measures. Villagers 'had to meet the 
cost of equipping village committees with standard weights 
and measures; and for this purpose a tax or a ceks was imposed 
on lands assessed to land revenue. There was a twofold 
motive behind this policy. If the Government were to supply 
weights and measures free of charge, it would have ^volved 
considerable expenditure from the public treasury, while the 
cost, when distributed over all villages, meant only a small 
amount for each village. At the same time its collection from 
the people served as a very effective advertisement of the 
fact that standard weights and measures had been provided. 
A similar procedure might be usefully adopted also by the 
provinces of British India after the necessary legislation has 
beeii passed. 

120. Regulated markets will prove a valuable medium for 
educating the public in the use of standard weights and . 
measures. In fact, one of the main objects of such markets 
is to put an end to the dishonesty in weighment, as a result 
of which the cultivator often incurs serious losses. Even in 
the existing regulated" markets such malpractices are by no 
means absent and fraudulent weighment remains one of the 
most fruitful sources of disputes. The Royal 'Comm'ission on 
Agriculture recommended that in every regulated market a 
weigh-bridge should be installed and suitable arrangements 
made for its use. The cultivator should be allowed to weigh 
his cartload of produce and also the cart after it is emptied, 
whenever he chooses to do so, and should be given, free of 
charge, a certificate for these, weighments which must be 

( regarded as final by all parties doing business in that market. 
The Commission was of the op'lnion ‘that the provision of such 
wei^h-bridges should be made eompulsory even in ur^regulated 
marlfets, and that the locals governments should t^e the 
necessary powers to deal jvlth this questiqp.'« We entirely 
endorse these recommendations including the installation of 
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wei^-bridges in unregulated markets. It will necessarily take 
a good many years before regulated markets can become a 
common feature in this coxmtry. There is, however, no reason 
Avhy some of the most urgent reforms should not be attempted 
even in places where full fledged regulated markets cannot 
be established for a long time to come. In fact, such reforms 
will, though in a 'piecemeal fashion, anticipate some of the 
functions of the regulated markets, and thereby pave the way 
.for introducing such markets at a subsequent stage. The 
easiest and the most urgent reform which Ccin be attempted 
immediately relates, in our view, to weights and measures 
whose abuse is a common feature in local trade. To takef an 
example, Bolpur on the E.I.R. loop line is an important rice 
market. Clustered together in fliis small town there are 
about 20 rice mills which draw their supply of paddy from 
villages lying within a radius of ten to fifteen miles. It is an 
open secret that one of the major sources of profit to these 
rice mills is the margin by which the quantity of paddy bought 
by miHs exceeds the number of nominal maunds for which 
the cuficivator has actually been paid. One frequently hears 
in this locality that a particular rice mill bought so many 
thousands of maunds of paddy and, on reweighing, found 
that the quantity had in the meantime increased by so many 
hundreds of maunds. 

121. The installation of weigh-bridges or the introduction 
of licensed weighmen with necessarj^ arrangements for inspect- 
ing, verifying and rectifying the weights and measures in use, 
can go a long way in stopping some of the trade abuses which 
have become much too common. This would also facilitate 
the ultimate switch-ovet to standard weights and measures 
when they are introduced on the basis of provincial legisla- 
tion. In villages proper the difficulties are in certain respects 
greater. The cultivator is so ignorant that at times he is in- 
capable of doing some of the simplest calculations and a shrewd 
trader is not* slow to take advantage of his helplessness. 
Any village organisation, e.g a primary co-operative society, 
could improve matters if it were to keep an official set of scale, 
weights and measures which could be utilised by any villager. 
In that case, before taking his produce to the middleman or 
to a bazaar, he could weigh his produce personally or through 
some licensed weighman and4hus ascertain the ekact weight of 
his produce before meeting tjie purchaser. He would dius 
become more 'weight-conscious, as it were, and, consequently, 
it woulcLno longer be so easy to cheat him in, weight as now. 

• 122. In ^ ^attempts to stan4ardise weights and measures 
in*India, the question of the advisability of adopting thp metric 
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system has not even been raised. The omission is conspicuous 
and can be explained only by the fact that in this coimtry we 
tend to follow too closely in the footsteps of Great Britain 
which, mainly owing to its traditional conservatism, has so far 
shown little inclination to adopt this system. Nevertheless, the 
metric system has got at least two very strong arguments in its 
favour, namely, that it would mean an enormous simplification 
in calculation, a point which should not be overlooked, as 
evefry modem economy involves a great deal of statistical cal- 
culation, and, secondly, that it has already been adopted by a 
large number of countries so that it would facilitate all inter- 
national comparisons in the economic sphere. We, therefore, 
suggest that, at a suitable stage, the question whether it would 
be feasible or not to adopt a metric system of weights and 
measures, incidentally also a metric unit of currency, e.g. a 
metric rupee, should be seriously considered by the authorities 
in this country. 



Appendix to Chapter 8: , , 

(a) The Standards of Weight Act, 1939. 

An Act to establish standards of weight 

^ throughout British India. * 

t 

ACT NO. IX OF 1939. 

• • 

SHORT TITLE, EXTENT & COMMENCEMENT. 

Whereas it i5 expedient to establish standards of weight 
throughout British India: 

It is hereby enacted as follows: — 

I. (1) This Act may be called the Standards of Weight 
Act. 

Jf2) It extends to the whole of British India. 

(3) It shall come into force on such date as the 
Central Government may, by notification in the 
official Gazette, appoint. 

UNIT OF WEIGHT. 

II. (1) The- unit for weight shall be the standcird g):ain, 
- that is to say, that weight which when multiplied 
by 1799.84585 is the weight in vacuo of the iridio- 
platinum cyclinder in the custody of the Mint 
Master, Bombay, certified by the Standards 
Department of the British Board of Trade as hav- 
ing a weight of 1799.84585 grains in vacuo. 

(2) The standard grain shall be the only unit from 
w|jich all other standard weights shall be ascer- 
tained. *• 

III. (1) There shall be the following standrard weights, 
namely: — 

(a) the standard seer; being a weight of 80 standard 
grains; 

^ (b) the standard seer, being a weight of 80 standard 
tolas or 14,400 stai>dard grains; * 

(c) the standard maund, being a weight of 40 standarc 

• seers; 

(d) the, standard pounds being a weight of 7,0t)( 
standard grains; *• 
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(e) the standard ounce, being one-sixteenth part of 
the weight of a standard pound; 

(f) the standard hundredweight, being a weight of 
< 112 standard pounds; 

(g) the standard ton, being a weight of 2,240 standard 
pounds. 

(2) No weight other than the weights ijet forth in sub- 
section (1) and integral multiples or sub-multiples 
of any such weight shall be used as a standard 
weight. 

(3) The Central Government shall cause similar sets 
of weights, similarly authenticated, to be prepared, 
and shall supply one set to the Government of 
any Indian State or foreign settlement situated in 
India which applies for it and pays the price fixed 
by the Central Government. 

IV. (1) The Central Government shall cause Lo^ be pre- 

pared one set of such of the standard ^weights 
specified in sub-section (1) of section III or mul- 
tiples or sub-multiples thereof as the Central Gov- 
ernment may consider expedient, and shall cause 
such weights of such set to be authenticated as 
having been ascertained from the standard grain, 
and shall deposit the set in such custody as the 

' Central Government may think fit. 

(2) The Central Government shall cause similar sets 
of weights, similarly authenticated to be prepar- 
ed, and shall supply one set to each Provincial 
Government. 

^ RULES 

V. (1) The Central Government may, by notification in 

the official Gazette, make rules for carr;v^ing into 
effect the provisions of this Act. 

(2) Without prejudice to the generality of the fore- 
going power, rules made under this section may 
regulate 

(a) the preparation of the sets of standard weights 
referred to in section 4; 

(b) the custody of the set of such weights which is to 
be maintained hy the Central Government and 

‘ the periodical veri^cation and adjustment thereof; 

(c) the periodical verification and adjustment of the 
sets of s^andaird weights supplied, to Provincial 
and other Governments. 
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REPEAL. 

VI. The Indian Weights and Measures of Capacity 

Act, 1871, in so far as it relates to th^ establish- 
ment of standards of weight of 1871 is hereby 
repealed. 


Appendix to Chapter 8: 

* (b) Notes on the Bombay Weights & Measures Act, 1932 
(Bombay Act No. XV of 1932). 

1. The weights and measures including the multiples md 
sub-mijltiples of the following units are called standard weights 
and measures for the purposes of this Act: — 

WEIGHTS: 

The Bombay tola of 180 grains. 

The Bombay seer of 80 tolas. 

The Bombay maund of 40 seers. 

The sub-multiples i, i, 1/8, 1/16 and 1/32 and the multi- 
ples 2, 4, and 8 of the tola, seer and maund. 

The pound avoirdupois equal to 7,000 grains and the 
sub-multiples 1/8, i, i, 1, 2, 4 and 8 ounces, the 
multiples 1, 2, 4, 7, 14, 28 lbs. (a quarter), 56 lbs., 
112 lbs. (1 cwt.), and 2,240 lbs. (1 ton). 

N.B. The standard grain is defined in the same way as in the 
Standards of Weight Act, 193b (see ante) . 

DRY MEASURES: 

The Bombay seer. 

The sub-multiples J, i, and 1/8 seer. 

The Bombay chatak=l/16 seer. 

The adpao=l/8 seer. * 

The adholi=2 seers. 

ihe BoAbay payali of 4 sec^rs. 

The Bombay maund of 16 payalis. 

The Bombay map of 2 maunds. 

LIQUID MEASURES: 

The Bombay seer. 

The sub-multiples i, J, 1/, and 1/16 seer. 

The multiples 2, 4 and, 8 seers. 

The Imperial gallon. 

The pint=l/8 gallon. 

2. tlovemment may, after previous publication hy» noti- 
fication in the ofl&tial Gazette, declare either generally or*for 
any trade or clads of trades: — • 
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(a) any other multiple or sub-multiple of a weight or 
measure specified above, or 

(b) any other weight or measure, or any multiple or 

• &ub-multiple thereof, to be a weight or measure 
authorised to be us^ in any place in which this 
part of the Act has come into«force. The weight, 

* measure, multiple or sub-multiple shall, to the ex- 
tent so declared, be deemed to be a standard 
weight or measure for the purposes of this Act. ' 

3. Detailed provisions have been made in the Act with 
regard to primary standards, custody of primary standards, 
secondary standards, custody and verificatipn of secondary 
standards, working standards, weighing and measuring.instru- 
ments, duty of certain municipalities and local boards to pro- 
vide and maintain secondary standards etc., prohibition of 
weights and measures other than standard weights and mea- 
sures. 

4. Similarly the Act lays down the conditions fbr veri- 
fication and stamping of weights and measures, and at>o pre- 
scribes the various penalties for any contravention of the 
provisions of the Act. 

5. For carrying into effect the purposes of this Act, the 
Government of Bombay have framed elaborate rules which 
are available in the form of a separate volume called ‘Bombay 
Weights and Measures Rules, 1934 (62 pages) \ 

c 



CHAPTER IX. 


STANDARDIZATION AND GRADING OF 

agricultural produce. 

• 

. ^ 123. The Royal Commission on Agriculture investigate 
the position of the Indian agricultural products in the world’s 
markets, and came to the* conclusion that much of the produce 
was marketed in an xmsatisfactory condition. In spite of the 
work of the Indian Central Cotton Committee, adulteration, 
mixing* and damping, particularly the mixing of short with 
long stapler cotton, prevaiie to an vmdesirable degree. Bad 
rating, bad grading and selection and excessive moisture were 
characteristic of much of the jute exported. The case of hemp 
was worse stiU. The decortication of groundnuts in a wet 
state w&s common. The position with regard to oil seeds' 
other titan groimdnuts appeared satisfactory, and Indian linseed 
was preferred to that from any other country. As regards 
wheat there were conflicting reports, but there seemed to be 
scope for improvement. 

124. To seciu’e the full premium for quality is always a 
difiicult matter. For there is almost a universal tendency on 
the part of buyers to offer a flat uniform rate for good'and 
poor quality alike. The high grade quality, as has been aptly 
put, subsidizes low grade supplies. The incentive to grow 

. improved quality is weakened if the cultivator fails to secure 
the full premium due to him for the superiority of his produce, 
nor can he have any inducement to market it in the proper 
condition unless that in its turn brings him a sufficiently higher 
price. It is, therefore, necessary to educate the consumer to 
appreciate any superiority in the quality of the produce and 
make dvfe allowance for it in the price paid by him. Organisa- 
tion for sale, particularly on a co-operative basis, would be an 
effective method of eliciting a higher price from the consumer 
when such a price is justified by the quality of produce. Auc- 
tion sales may at times prove td be a useful means of achieving 
the same end, especially when improved varieties are grown 
imder the supervision of bejter-farming societies or of the 
Agricultural departments. » • 

125. The more immediate problem in India, as the Com- 
mission ]^cognised, was to improve the condition in which* her 
agricultural produce was marketed, because this in itself woyld 
bring the cititivqtor a higher prige thw he usually repeived 
wifh the widespread practice cfl mixing wd adulteratioji. The 
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elimination of such practice would by itself mean an appreciable 
improvement. The cultivator, as the Commission pointed out, 
in general obtained better prices for the quality of his money 
oc*ops which were mostly destined for foreign consumption than 
for those which were consumed internally. This was to be 
attributed to two factors: The consumei;s overseas betray a 
greater readiness to pay a higher price for a better quality 
while the large-scale distributor engaged in the texport trade is, 
as a rule, more efficient than the petty local trader. We have, 
however, seen above that even those commodities which are 
not meant for foreign consumption are not always exported in 
a 'condition which can be regarded as satisfactory. In the 
interests of the export trade the Government in ^certain 
countries have taken steps to ensure that its exported articles 
are properly graded before they leave the shores bf the country. 
For exmaple, in the United States of America, grading under 
government regulation and enforced by the Federal depart- 
ment of Agriculture through inspecting officers, eithqf at the 
ports of shipping or elsewhere, plays an important part in the 
marketing for export of the various agricultural products. 
The grading of hemp in New Zealand and of fibres for export 
from the Philippines is controlled by the agricultural depart- 
ments of these two countries. The Commission, however, 
thought that, owing to administrative difficulties involved in 
the procedure, it would be premature to introduce it into India. 
It, therefore, relied in the main on organised trade associations 
for the enforcement both at home and abroad of bettei* grading 
of India’s agricultural produce. 

126. The Central Marketing Staff has already taken some * 
decisive steps to give practical effect to the above recommenda- 
tions. On the basis of the preliminary work done by the staff, 
the Central Legislatvre passed the Agricultural Produce 
(Grading and Marketing) Act of 1937. The Act provided for 
the fixing of grade designations to indicate the qualit^?^ of any 
scheduled article of agricultural produce, for denning standards 
of quality and specifying grade designation marks. Consulta- 
tions with provincial governments and representative trade 
and manufacturing interests were carried on with a view to 
ascertaining what articles coufd be usefully included in the 
original schedule of products. By March 1939, the schedule 
came to cover fruits, vegetables,* eggs, dairy produce, tobacco, 

•coffee, hides and skins, fruit products, ata, oilseeds, vegetable 
oils , (including hydrogenated oils and vegetable fats), cotton 
and rice. In respect of most of these commodities, rales have 
be^n duly prepared and notified. • 

127. Experimental grading stations have bfeen openedTor 
• established by packers authorised in accordance with the rules 
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^der the Act. The number of grading stations is on the 
increase. At the end of March 1939, the stations in operation 
were distributed as follows: eggs 36, hides 10, ata 2, tobacco 3, 
fruits ^27, ghee 53, and rice 3. There were altogether 18 autho- 
rised packers for eggs, 6 for fruits, 10 for tobacco and 14 for 
ghee. The produce graded and marked at these 134 centres 
were sold under the AGMARK, the emblem used to distingui^ 
the standard products. Besides samples of sugar, gur, etc. of 
btitter, ghee and wool have continued to be analysed. 

12^. Although experiments in grading have been carried 
on for a relatively short time, the results achieved up till now 
have been encouraging. According to the annual reports* of 
the marketing st^iff, experiments have been most successful in 
the case of ghee and eggs. Nevertheless, what has been 
achieved so far is very little as compared with the task which 
lies ahead. The total value of the produce graded and packed 
at the 134 centres till March 1939 and sold under the AGMARK 
amounted to about half a crore of rupees. When it is remem- 
bered yiat the value involved in transactions on ghee alone ig 
between 80 and 100 crores of rupees, it becomes clear 
what a vast field will have to be covered if all the agricultural 
products now brought to the market, were to be properly 
graded and marked before they are sold. 

129. At the conference of Ministers on Agricultural 
Marketing, held in November 1938, the following resolution on 
the experimental grading stations was adopted: • 

Resolved: • 

(a) that when the experimental grading and marking 
of any particular commodity has proved beneficial, the original 
stations may be taken over by Provincial and State Govern- 
ments, and more grading and packing stations should be esta- 
blished by them as soon as possible; , 

(b) that in order to ensure adequate control of quality 
early stfps should be taken in Provinces and States for the 
authorisation of a sufficient number of suitable persons (e.g. 
marketing, agricultural, and veterinary officers and market 
superintendents) in the course of their other duties to inspect 
graded produce. 

Provincial and State Governments have been taking over 
some of these grading stations. The process has, however, 
been a slow one. Where grading has proved profitable, the 
multiplication of such stations could be expedited. In any 
ease, the efforts of the Central Marketing Staff should, at as 
early a atage as possible, be supplemented by the active initi- 
ative of Provinces, and States, if -the work is to proceed a*t any- 
thing like a satisfactory pace. 



APPENDIX TO CHAPTER IX: 


NOTES ON THE WORKING OF THE EXPERIMENTAL 
GRADING STATIONS NOW IN OTERATION.^ 

^ HIDES: Altogether 300,000 hides, valued at about 12 
lakhs of rupees, had been graded. With the introduction Of 
grading, the quantity of hides has definitely improved in regard 
to cut and flay marks. A peripatetic grading demonstration 
patty was introduced in the United Province's with a view to 
educating flayers in rural areas in the method of grading. This 
party conducted demonstrations at urban slaughter houses in 
Lucknow and Cawnpore and graded 2,510 hides. ' It is interest- 
ing to note that a small consignment of graded hides shipped 
to Syria obtained a premium of 217{> over un-graded ones. 

^ EGGS: Since the grading operations were startefl, about 
11 million eggs valued at more than two lakhs of rupefes have 
been graded. Experiments in egg grading have shown that 
the producers and merchants can, as a result of grading, obtain 
increased cash return of about 5%, after allowing for the extra 
cost involved in grading. 

FRUITS: The orange packers at Nagpur graded 7,720 
packages of oranges during the year ending in March 1939 as 
against 7,000 during the preceding year. The graded fruits 
brought an increased return of 7.4 per cent over ungraded 
fruits. Experiments conducted at Nagpur on improved type • 
of containers for packing oranges showed that the fruit kept 
better in these containers and fetched an enhanced price of 
8 annas per basket in some cases. 

The Grape Growers Society at Sheikh Mohammadi, 
N.W.F. Province, secured an increased return qf 29.9 per cent 
on the sale of graded AGMARK grapes during 1937 season. 
During the 1938 season they graded about 48,000 pounds of 
grapes valued at Rs. 6,000. At another grape grading station 
started at Gulistan (near Quetta), an increased return of 21.4 
per cent was realised by the sale of graded AGMARK grapes. 
Peaches were also graded here and secured a premium of 64.1 
per cent over ungraded ones. * , 

* In order to keep costs of grading at a minimum, experi- 
ments were -carried on in hanc(-grading. Mozambi — oranges 
were hand-graded at Rahuri. 14,550 dozen fruits were' handled 
ancT secured an increased return of 5.6 per dent in comparison 
1. See annual reports*' of the Agi-icultural Marketing Adviser. 



' RURAL ikARKETING & FINANCE 


105 


with ungraded fruits. Three firms in Kashmere hand-graded 
1,887 packages (20 seers each) of apples, valued at about 
Rs. 8,000 with the result that merchants realised 16.5 per cent 
more on graded fruits sold under the AGMARK without in- 
curring any extra expenditure on handling. Experiments on 
the grading of mangoes at three stations resulted in a premium 
of 24.1%, 1.5% and 1.4% respectively. , 

TOBACCO: As a result of 578 bales of graded tobficco 
exported to the United Kingdom by the Indian Tobacco 
Association, Guntur, the whole trade is now unanimous that 
in future tobacco should be exported only on the basis of the 
AGMARK grades. 

AT A: Experiments in the grinding and sale of graded 
ata carried op at Delhi and Lahore under the supervision of 
the local marketing staff, have clearly shown that there is a 
good demand for a genuine commodity bearing the AGMARK. 

RICE: An experimental rice grading station will soon be 
startecP at Sheola (Dehra Dun) with the co-operation of tl/e 
Dehrd Dun Basmati Rice Producers’ Co-operative Society Ltd. 

GHEE: The scheme for the grading and marketing of 
ghee has been popular with producers and consumers. Ten 
firms melted and graded about 31,000 maunds and sold 29,000 
maunds of AGMARK ghee valued at about 15 lakhs of rupees. 
AGMARK ghee has realised a premium of 8 per cent as 

compared with the ordinary ungraded market ghee. * 

■ 



, CHAPTER X. 

MISCELLANEOUS CONSIDERATION. 

I 

(a) Standard Contracts." 

129. In the last chapter we have seen how physical 
grading and packing of such commodities as fruits, eggs, etc.^ 
on the basis of statutory standards helps the cultivator in 
obtaining a premium for quality. For staples such as cereals 
and oil seeds one of the most effective ways of securing this 
premium is to standardise the terms of contract. With this 
object in view the Central Marketing Staff has been hblding 
consultations and conferences with associations of traders and 
manufacturers. Appreciable progress has, in the meantime, 
been made towards the general adoption by the trading com- 
munity of the standard contracts drawn up for wheat, linseed 
aiid groundnuts. Some of the interests proved obdufate in 
Bombay and Calcutta so that the Ministers for Agricultute had 
to throw out the hint that if agreement on a voluntary basis 
were not arrived at, the application of statutory sanction would 
have to be considered. 

130. The most important object of standard contracts as 
drawn up by the Central Marketing Staff is to obtain a pre- 
mium‘*for producers of good quality through a mutual or reci- 
procal scale for produce higher or lower than the basis. At 
the same time such contracts serve to check the present ten- 
dency of putting produce containing excessive dirt on the 
market as only a very small amount of refraction (impurities) 
is allowed in the basis laid down in the standard contracts. 
In the case of LLnseed s^nt to Calcutta alone the extra cost of 
weight on dirt together with the cleaning charges is estimated 
at 3 lakhs per annum. The cleaning charges at Karachi on 
wheat is supposed to be in the neighbourhood df 4 to S lakhs 
of rupees a year. These expenses would very largely be 
avoided if the new contract were adopted. Besides the terms 
devised would facilitate future trading and bring about an 
improvement in the system of price quotation. Nor should 
we overlook the consideration that the standardisation of con- 
tract terms in general promotes more rapid and efficient inter- 
tiadlng between different parts of the country and with buyers 
abroad. 

iSj. The Agricultural Commission, we have seen„before, 
lai(^* special stress on the assistance which ^ organised trade 
associations could rend^ir in. securing improved quality by 
. bringing ^pressure to bear on the producing class. There is, 



RURAL MARKETING & FINANCE 


107 


however, still need for the formation of such associations in 
India. As a result of the efforts of the Central Marketing Staff, 
the Tanners’ Federation of India and an Indian Tobacco As- 
sociation have been formed. Attempts are also teing made 
to constitute a federation of the ghee and oil-seed trade asso- 
ciations and allied interests. Sometime ago negotiations were 
conducted with grain and oil-seed associations of the Unitod 
Kingdom with* a view to the adoption of standard contract 
‘terms for produce exported from India. As a result there has 
been a. growing appreciation of the need for founding corres- 
ponding associations in India which alone could effectively 
negotiate with foreign associations. 

(b) Marketing News: 

132. The Agricultural Commission had recommended 
that steps should be taken for a better dissemination of the 
marketing news. The marketing surveys conducted under the 
directidh of the Central Marketing Staff have shown that ther^ 
is at i3resent a surprising lack of co-ordination as between 
different markets. Prices do not move in harmony even in 
markets which are not far from each other. We often find a 
market glutted with a produce which is scarce in another, 
perhaps only a few miles off. While difficulties of communica- 
tion are largely responsible for such marked differences in the 
prices ruling in different markets, there cannot be any Joubt 
that lack of reliable and timely information also accounts, at 
least partially, for such divergent price movements. 

133. The Central Marketing Staff, therefore, prepared a 
tentative programme for disseminating market news. At pre- 
sent there are two broadcasts from Calcutta, one in Bengali 
and the other in English, given in the afternoons and evenings. 
Information is supplied on stock exchange prices, prices of 
jute, of jcotton^from Bombay, and of shellac. At Bombay, daily 
broadcasts give the Liverpool and Bombay cotton rates as well 
as the Bombay prices of bullion, wheat, linseed, castor seed, 
groundnuts and the closing stock exchange quotations. From 
Delhi, the rural programme in the evenings include prices of 
cereals, the ready and future prices of wheat, gram and barley 
at Hapur, as supplied by the office of the Agricultural Mar- 
keting^^ Adviser, livestock prices derived from the same source, 
quotations for gold and silver,^ as well as for vegetables. Ar^ 
rangements have been made with the Indian Central Cotton 
Committee to broadcast cotton prices for selected marljets in 
the Central Provinces. In addition, a weekly market report 
irC English and »Hindusthani is broadcj^st every Simday iid 
issued at the same time to over 100 newspapers. ^ 
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134. A beginning has then been made for the supply of 
marketing news, but only a beginning. For a good deal of 
work will have to be done before the interests concerned 
could derivl* full benefit from these news services. Lack of 
sufficient education among the cultivating classes is xmdoubted- 
ly a serious handicap. The number of receiving centres is at 
present far from being adequate. Unless weights and mea- 
sures are standardised, price figures for comparison cannot be 
easily intelligible. Besides, unless growers develop the habk 
of bringing their produce to the market for sale instead of 
disposing of it to a middleman in the village, they will hardly 
gaki much from the news service. Here again our best hopes 
are intimately connected with the growth of properly^ regu- 
lated markets. Such markets will act as a strong incentive 
to the grower to bring his produce himself tcf the market. 
Besides, the staff of such regulated markets can do a great 
deal by way of interpreting the marketing news to the pro- 
ducer. For example, those parts of the news in which ajnarket 
fe directly interested can be prominently posted up in^a way 
which would be at once attractive and intelligible to him. 
Lastly the competition among brokers coupled with the me- 
thod of open bargaining, which alone should be allowed in a 
well regulated market, would be a fairly reliable guarantee 
that the best possible prices would be offered to the cultivator 
when brokers themselves are kept better informed by such 
news* service about market conditions elsewhere. 

135. At the conference of Ministers on Agricultural Mar- 
keting, to which reference has already been made, the question 
of market news service came up for discussion. The resolu- 
tion passed on the subject is given below: 

Resolved: 

(a) that the Central Marketing Staff should continue 
to collect and disseminate information regarding prices, sup- 
plies, and stocks in important markets of those comihodities 
which figure prominently in the export and import trade of 
India as a whole or of a number of Provinces and States and 

(b) that the Provincial and State Marketing Staff 
should make arrangements for fcoUecting and recording com- 
mercial prices for commodities of local importance — ^particu- 
larly in ‘key’ markets — and for disseminating news regarding 
priees, supplies and stocks to smaller country markets and to 
producers m rural areas. 

(c) ‘Tutmre Market”. 

‘ 136. In a modem; economic system peculators have«a 
legitima|;,e function to fulfil. BJ^ judiciously anticipating the 
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probable movements of prices, they can narrow the margin 
between the present and future prices and thereby contribute 
to the stability of the market. On the other hand, unless they 
discharge these functions with a due sense of responsibility 
and keep their speculation on the trend of future prices within 
limits dictated by a close investigation of all relevant economic 
forces, they can very easily bring about the opposite results. 
Reckless gambling about the future rise and fall of prices, 
•widens the margin within which prices fluctuate; and it inlro- 
auces an element of uncertainty into the market, which has a 
demoralising effect on trade and commerce. How to retain the 
advantages of legitimate speculation or risk-bearing and* at 
the same time prevent it from degenerating into gambling, 
pure afnd simple, is one of the major problems with which 
every countr3i is confronted today. In India the question of 
curbing the irresponsible speculation has of late come more 
and more to the forefront. It would, however, carry us too 
far to undertake an investigation into this subject. Besides^ 
remedies will vary according to the conditions prevailing in a 
particdlar locality. They may also call for specific rules and 
regulations with regard to the speculation on particular com- 
modities. We believe, however, that the steps recommended 
in this report to bring about a much greater order in the 
system of marketing agricultural produce, viz., standardisation 
of weights and measures, careful regulation of markets, ware- 
house facilities, standardisation and grading of commodities, 
standardisation of contract terms, btfetter dissemination of mar- 
keting news etc. will go a long way in keeping speculation 
within narrower limits than is the case at present. Even then 
some special steps will very likely be necessary to check 
patent abuses. It is, therefore, gratifying to note that the 
subject is now under examination by^tiie Central Marketing 
Staff in accordance with the following resolution adopted at 
the conference of Ministers on Agricultural Marketing in 
India: 

“Resolved that with a view to the elimination of “fatka” 
(satta), markets of the gambling type, and the establishment 
of proper ‘futures’ markets controlled by large, financially 
sound and stable associations operating on a non-profit-shar- 
ing basis, the Central Government should examine at an early 
date tl)e possibility of Central legislation controlling the con- 
ditions of ‘futures’ trading in Agricultural produce”. 

(dy* Correlation between 'Production and Marketing. ^ 

• 137. The, market for Indian ^Produce can be consi4erably 
e^ftended if sufficient attentioh were paid to the type.^ quality , 
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and quantity of produce put on the market. Any increase in 
the supply of long staple cotton in this country will find a ready 
market. The Central Cotton Committee has been endeavour- 
ing to stimulate the production of long staple cotton. It is^ 
however, not generally recognised that with regard to most 
other commodities, there is similar scope for extending the 
production of selected types for which £here is a potential 
demand in the market. For example, hard wheat commands 
a higher price than soft; “bold*' linseed would fetch a premium 
over small. Similarly there are pronounced market pr^ 
ferences with regard to such commodities as wool, tobacco, 
frilits, etc. The flue-cured Virginia tobacco grown in the Gun- 
tur district commands a price of about Rs. 200 per candy of 
500 lb., while ordinary sun-cured country tobacco sells only 
at Rs. 50 per candy in the same district, and there is a dif- 
ference in price of as much as annas 2 to annas 4 per lb. bet- 
ween the first grade and the second grade of Virginia tobacco. 

138. It could no doubt be argued that such pftce dif- 
ferences would, by themselves, stimulate the productiorf of the 
right type or quality of produce, as evidently it is in the in- 
terests of the grower to exploit all such possibilities. For a 
number of reasons, however, such an automatic adjustment 
does not take place m practice. The cultivator who is not him- 
self in touch with distant and overseas markets is, more often 
than not, likely to employ in the selection of crops grov^m cri- 
teria other than those related to the maximisation of hisp income. 
For example, a particular crop may be preferred because it is 
easy to grow or because it matures at a convenient moment or . 
because it seems to give a particularly heavy yield or, again, 
simply owing to the force of local fashion or custom. It is ex- 
tremely unlikely that ^election made in this way would be 
identical with what would be the most economic for him to 
grow. Besides, we must not forget that we are living in a 
dynamic world. Market conditions change incessantly as a 
result of various forces, e.g. new technical development, dis- 
covery of some synthetic substitute, economic nationalism and 
what not. Thus there is need for constant adjustment of de- 
mand to the fluctuating market" conditions. The very magni- 
tude of the task rules out the possibility that an ordinary cul- 
tivator would be in a position to ‘follow the shifting conditions 
in distant markets and introdupe corresponding changes in his 
production. Lastly, commercial quality itself is an elusive fac- 
tor and cannot be recognised s6 easily. Some grapes may be 
good for eating in places where they are grown, but at the 
same time may not st^nd transport to distant markets. Cer- 
tain fruits may be good for eating, but useless for canning, 
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or vice versa. It calls for a good deal of careful observation 
and calculation before the commercial quality can be detected 
and the optimum quantity of a crop, or of a particular type or 
quahty of that crop, which should be grown, cdn be ascer- 
tained. The producer has, in other words, to be educated 
and persuaded to grow the type and the quality required by 
market conditions. ) 

(e) “Utilisation” and “Processing” Industries. 

139. While the market for agricultural produce largely 
depends on industrial development in general, there is a type 
of what may be„ called utilisation industries, that is, industries 
which, .render possible through preservation, etc. a better utili- 
sation of agricultural produce, which would directly widen the 
market for a number of commodities. For example, industries 
for canning such fruits as mangoes, pine apples, etc. for pro- 
ducing fruit juices, tomato sauce, chutneys and what not, will 
open u^) new possibilities for marketing many agricultural 
produsts. In the Punjab, the possibilities of producing fruit 
juices and canned products are being considered. The Central 
Marketing Staff have been negotiating with the interests con- 
cerned for the establishment of factories for the production 

* of dried, hquid or frozen eggs. Steps should, in our view, be 
taken all over the country to explore the possibilities of deve- 
loping such industries. It goes without saying that the estab- 
lishment of every industry will have to be preceded by a 
local enquiry. For example, before a factory for the canning 
and bottling of fruits or vegetables or for the preparation of 
fruit juices is started, it would be necessary to find out if the 
required type of raw produce is available in sufficient quan- 
tities so as to keep the factory running for a reasonably long 
period each year. ' 

140. Improvements in processing hides, rice, tobacco, etc. 
would help in two ways. Firstly, the processed articles would 
fetch a better net price, that is, after making allowances for 
the expenditure involved in processing; and, secondly, the 
market for many of the articles would be widened, e.g. Indian 
tobacco (chewing and cigarette) could replace imports. 

(f ) Adulteration. 

141. Adulteration of good ghee has become a growing 
menace in this country. For- example, it has bedome difficult 
to get pure ghee even in villages. Linseed or groundfiut oil 
is«at times C 9 nyerted into an oil possessing all the outward 
dfaracteristics of mustard oil by the simple addition of synthe- 
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tic essence of mustard imported into India from abroad. Even 
the “imitation white flour” made from minerals for mixing 
with wheat flour, has been produced by some concern in 
Calcutta. While the wider consideration of national health 
requires that the adulteration of food should be checked, it 
raises at the same time questions intimately connected with 
rurral marketing. Very often adulterated stuff is preferred by 
the consumer because it would be difficult to secure the full 
premium for the purity of the stuff. Meanwhile statutory 
measures, if carefully planned and striqtly enforced in practice, 
can carry us a long way. The conference of ministers, to 
which reference has been made several times, called upon 
the Provinces and States to undertake a spedial examination 
of their existing Pure Food Laws and of their system of admi- 
nistration with a view to remedying the evils of“ adulteration. 
Incidentally, a Bill introduced into the Legislative Assembly 
of the U.P. to stop the adulteration of ghee contained the 
interesting provision that all vegetable products which, ^though 
not sold by manufacturers for adulteration, was utilised for 
the purpose of dishonest traders, should be coloured. The 
proposal deserves serious consideration. Steps, more or less 
of this nature, may be necessary for combating the adultera- 
tion of other food stuffs as well. 



PART V. 


i 

REFORMS NECESSARY WITHIN THE EXISTING 
STRUCTURE 

- CHAPTER XL 

SOME ASPECTS OF RURAL FINANCE. 

j 

142. We have stated before that the Indian Cultivator is 
indebted becaus*? his income is low, while it becomes difficult 
to lend, to him at a low rate of interest because he is indebted 
and, therefore^ not sufficiently creditworthy. Low income, 
indebtedness, dear credit — this is the causal chain. At the 
same time dear credit is itself a cause of low income, and 
therefore helps in perpetuating indebtedness. Where the 
cultivatar has to pay high rates of interest for crop loans^ 
marketing finance, etc., his net return is correspondingly 
lowered; where he has to pay such rates of interest on the 
existing debts, he has smaller balance left for making both 
ends meet, while dearth of finance coupled with high interest 
rates is a definite obstacle in the way of better farming and 
higher income. We have argued before that any step taken 
to increase the income of the cultivator would tell in imprsvihg 
meirket facilities and cheapening rural credit. We now pro- 
pose to enquire to what extent the problem can be directly 
attacked from the credit end. In other words, what relief can 
be provided by improving credit facilities. 

143. The financial requirements of the cultivator for agri- 

cultural purposes can be conveniently ^split up into long-teixj 
and short-term. Where money is sunk in. the land for effect- 
ing some permanent improvement, or alternatively, where it 
is utilized to p^y off part of his long outstanding debts, clearly 
short-term credit can be of little help to him. On the other 
hand, loans are required by him for seeds and mantires, at 
times even for maintaining himself during the months bet- 
ween sowing and harvesting' and, later, for marketing his 
crops. Such loans are essentially of a seasonal character, and 
usually advances for a period of six to nine months would 
serve flie purpose. » * 

144. In addition, the cultivator requires what in the 
absence of a better word, is called “intermediate” credit, the 
duration of which* is usualy soniething^like two, three or fbur 
years. The bulk -of rural credit falls at present under this cate- 



114 


NATIONAL PLANNING COMMITTEE 


gory, and is supplied by money-lenders, co-operative societies, 
and partly also by the Government. A substantial part of the 
“intermediate” credit is, it may be presumed, utilised for con- 
sumption pitlposes, though it is certainly invested productively 
for the purchase of cattle and implements, for effecting petty 
land improvements, etc. In any rational scheme of rural 
finance, there is, without doubt, a recognised place for credit 
of intermediate duration, as investment for such productive 
purposes as those just mentioned plays a vital part in the 
economic well-being of the rural comijiunity. The considera- 
tion of “intermediate” credit, however, gives rise to institu- 
tioiial questions which can be better dealt with in the part on 
“Rural Finance — Need for Structural Changes'” to be included 
in the Supplementary Report which we propose to submit 
later. In what follows we shall, therefore, be concerned with 
short and long term credit properly so called. 

145. The distinction generally drawn between short-term 
and long-term finance is by no means academic, but has practi- 
cal implications. For the problem of rural finance can never be 
solved sucesfully unless suitable institutions are devised for 
separately dealing with these two types of financial require- 
ments of the Indian cultivator. This has become almost a plati- 
tude in all Western countries where the vital distinction has 
long been drawn between long-term and short-term agricul- 
tural loans. While the nature of institutions advancing such 
loans as well as the term^ and methods of advancing them 
have varied from country to country in accordance with local 
conditions, the line of demarcation between the two has never 
been lost sight of; and such institutions have, in general, spe- 
cialised in dealing with either the one or the other type of 
agricultural finance. It cannot be said that in India this 
principle has been firmly established, although in recent years 
and mainly as a result of the uifiiappy experience of the past, 
it has been more and more gaining ground. Not tlie least 
reason why a large number of co-operative credit societies in 
India has come to grief, lies in the failure to realise that such 
Societies, from their very nature, could deal only with short- 
term loans for productive purposes. In actual practice the 
advances made by them were only too frequently utilised 
by the cultivator in paying off hiG interest an^ capital instal- 
rheilts to his creditor with th,e result that the number of 
defaujiters mounted and the societies found themselves saddled 
with a disproportionate arfiount" of unrealisable assets*. The 
pobey boiled down to one of borrowing shorthand lending long, 
which runs counter tolthe conops of sound finance, be it ^n, 
agricultural or other spheres of economic activities. 
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146. As mentioned above, long-term loans are required 
by the cultivator mainly for two sets of purposes: either to 
enable him to carry his load of debt or to bring about some 
permanent improvement of his land by increasing die facilities 
for irrigation, etc. As regards indebtedness, the only possible 
solution of the probjem lies (a) in scaling down debts to some 
reasonable dimensions which would more nearly corresporfd 
to the repaying capacity of the cultivator, and (b) in bringing 
into existence some appropriate institutions which would 
advance to him long-term loans at the lowest possible rate 
of interest with provisions for their repayment in suitable 
instalments spread over a period of, say, fifteen or twenty 
years. ^ The nee^ for such an institution can no doubt be 
obviated if the authorities responsible for scaling down the 
debts were akb to settle the terms, in accordance with which 
he should pay off the reduced amount of debts directly to his 
creditor. This has frequently been the practice in the adminis- 
tration gf legislation recently passed on debt conciliation, etc • 
We ha^e mentioned before that, in general, we approve of the 
action taken by the provincial governments for tackling the 
problem of rural indebtedness. As regards the actual working 
of this legislation there are, no doubt, points of detail which 
are open to criticism. It is, however, not our intention nor 
is it necessary for our present purpose, to enter into a dis- 
cussion of these points. At the same time it cannot be dqnied 
that the debt legislation has, as it w^s perhaps bound to, upset 
the financial status quo of rural economic life, and thus given 
rise to some serious problems. We propose to come back to 
this subject at a later stage. 

147. In a country like India where the sizes of holdings and 
of land as distributed per capita are \iery small, there is an 
imperative need for intensive cultivation. For only then could 
the cultiyator ^gment the yield from his holdings with reason- 
able prospects of maintaining himself and his family. The 
logical corollary to this is that very much larger amounts 
should be invested in land to effect all possible improvement, 
than has so far been the case.. It is clear that a good deal of 
such capital investment must be directly undertaken by the 
Government as private individuals or small local bodies would 
not be jn a position to embark upon projects involving expgn-^ 
diture of large sums. But apart from these there is a vast 
scope for small-scale capital investment which can be profitably 
undertaken by private individuals either separately organised 
or in co-operative 'societies. For example, a relatively wSl- 
off 2armer woilld perhaps dig a wbll or*re-excavate a tank in 
his fields for irrigation purposes if it were possible for him 
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to borrow the required amount on acceptable terms. Simi- 
larly, in many parts of India minor irrigation works could 
be undertalj^en by co-operative irrigation societies consisting 
of members who would be benefited by such works. Such 
land development work cannot, however, be undertaken on a 
substantial scale unless provision is made for adequate long- 
term accommodation on a reasonably low rate of interest to 
individuals, co-operative societies and analogous bodies. 

148. The agencies which at present cater to the needs of 
the cultivator for long-term finance are private individuals 
(m‘oney-lenders, zamindars, etc.), co-operative mortgage banks 
and the Government. The interest charges on loans advanced 
by private individuals are much too high. Besides, the supply 
of such loans even at prohibitive rates of mterest is, from 
their very nature, bound to be erratic. The loans advanced 
by the Government, mainly under the Land Improvement 
JLoans Act, useful as they are imder the present circumstances, 
can meet only a very small part of the total needs of the culti- 
vating classes. The development of co-operative mbrtgage 
banks, except in Madras, has been very slow, their individual 
loans are relatively small in amount, and the total volume of 
their transactions has never been large. Nevertheless, they 
have fully justified their existence and their extension can go 
a loijjg way in meeting the demands of the cultivator for long- 
temi accommodation. It is, however, doubtful if co-operative 
land mortgage banks could be developed, at least for a very 
long time to come, on a scale which could be regarded as 
adequate for the purpose. The type of land mortgage banks 
which should be evolved in India so as to fill up the present 
gap in our credit structure, is one of the more important ques- 
tions with which we , propose to deal in the supplementary 
report. 

149. The borrowing power of a cultivatoi;^ will paturally 
depend on his credit-worthiness, that is to say, on the kind of 
security he can offer. The most important asset of the ryot 
is his land, and if he actually owns it, he could borrow against 
the mortgage of his land. It qppears that in some provinces 
the present restrictions on the right to transfer land operate 
to reduce the credit of the borrower, increase the risks of lend- 

cing on such security, and henfce tend to push the .interest 
charges upwards. There seems to be a fairly clear case for 
relaxing such restrictions where long-term loans are required 
for definitely productive purposes, while it would serve nation- 
al* interests, if provision were made against transfer from a 
cultivator to a non-cultivatbr or against the holding of wch 
transferred land by a non-cultivator for a limited number of 
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years. Most of the peasants are, however, tenants at will and 
not owners. The removal of restrictions on the transfer of land 
will not help them. Peasants of this class could be made more 
credit-worthy only if their occupancy rights and /he right to 
transfer them are recognised. Besides, it would be indis- 
pensable to ensure that those who effect improvements on land 
should also derive the benefit from them. If the right to such 
improvements, were conferred on the tenant, it would sertre 
a powerful incentive to land improvement 

150. Short-term loans are needed by the cultivator for his 
seasonal operations, for the marketing and movement of .his 
crops, ^also for the purchase of cattle, farm implements, etc. 
The bulk of agricultural finance is provided chiefly by money- 
lenders. The*disadvantages of this overwhelming dependence 
on money-lenders for agricultural finance has already been 
pointed out. The borrower has to pay a heavy rate of interest. 
In addi/ion, his loans are frequently accompanied by a pledge 
to sell, his crop only to the money-lender who also acts as A 
trader, if the crop is not actually sold in advance at the time 
the loan is taken. An indebted cultivator who cannot act as 
a free agent in selling his produce, receives an unfavourable 
return for his crop. While the evil is undoubtedly there and 
its magnitude is at times appalling, a suitable remedy cannot be 
found simply by denouncing the money-lender. For we must 
not overlook the fact that the cultivator turns to the mbney- 
lender for financial accommodation* mainly because he has no 
alternative sources at his disposal. We have argued before 
that, instead of holding the middleman responsible for the 
chaotic and, from the cultiator’s point of view, very unfavour- 
able system of marketing agricultural produce, we should 
endeavour to replace the present organisation by a better one 
which would lead to an automatic elimination of the redundant 
middlemen, apd a consequent increase in the return received 
by the cultivator for his crop. Similarly, our effort should be 
directed to evolve a better credit system under which' the 
cultivator would no longer be constrained to borrow from the 
money-lender on such crippling terms. If regulated markets, 
co-operative sale, better communication, lower freights, etc., 
are indispensable for the development of a rational system of 
rural marketing, they have their counterpart also in rural 
finance which could be placed pn a rational basis only if prcJpei* 
arrangements were made for regulated credit,, co-operative 
credit, ^3etter flow of credit, lower interest rates, etc. .iThere 
are, so to say, middlemen not bnly in marketing agricultural 
produce but also in supplying rural finance. There is as much 
need for cutting down middlemen’s profit to a minimum in one • 
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case, namely, to bring about a rise in the effective income of 
the cultivating classes. 

151. Where the role of the money-lender and that of the 

middleman have been combined and the creditor of the culti- 
vator is also the purchaser of his produce, the solution of the 
problem would call for simultaneous arrangements for advanc- 
irfg short-term loans to him, as well as for selling his produce. 
Th^ question of crop loan becomes important in fhis connection. 
For just as, in most cases, the cultivator can secure long-terrfi 
loans by mortgaging his land (or his occupancy rights), if he 
wants a short-term loan, he advances the crop he is going to 
produce. It is, therefore, essential to devise jsl method under 
which the hypothecation of the crop to be raised would be 
both cheap and easy. The possibility of removing the present 
stamp duty on crop hypothecation deserves "^consideration, 
particularly as it could be made compulsory that all such 
hypothecation should be registered with the Village Headman, 
for which a nominal fee should suffice. c 

152. Credit institutions will be chary of crop securtty un- 
less it provides cent per cent security. It should not, however, 
be difficult to lay down rules which would render such security 
readily acceptable to the credit-giver. For example, it could 
be made a penal offence summarily punishable, for a cultivator 
to remove or dispose of hypothecated crops without the credit- 
or’s consent. It could also be provided that hypothecated 
crops, when harvested, should be stored in public waoehouses 
outside the control of both producer and creditor, assuming 
that, in accordance with the recommendations offered later, 
such warehouses would be increasingly available to the public. 
In such a case the cultivator would receive a fair return for his 
crop; while the creditor would have no difficulty in realising 
his dues. 

153. Even then lenders may show great ^ reluctance to 
make advances on the basis of such crop pledges. For a 
drought or a flood might cause heavy damage to the crop, or, 
again, other creditors or the landlord might intervene and 
lay a claim on the produce. The first objection could be met 
by introducing some kind of crbp insurance which would so 
spread the risks over a number of years that no serious loss 
would arise. The second objection could be met by creating 
a f<Srm of chattel mortgage in respect of the crop in favour of 
the creditor,^ say, on lines similar to those contained in the 
EnglisJ;! or Irish Agricultural Credits Act. Such credit will 
then have priority over all other claims. It might, in our view, 
have priority even oveV the landlord’s claim fon rent. Th^e 

r is nothing radical in this suggestion, for, after all, had no 
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crops been grown at all owing to the lack of timely finance, 
the landlord would have greater difficulty in realising his rent. * 
Besides, if the landlord himself were to supply loans on the 
security of crops to be grown, he would equally, enjoy such 
priority for the realisation to make such loans which woifld 
improve his prospects also for collecting the rent. The Bom- 
bay Agricultural Debtors Relief Act imposes restrictions on 
the sale of produce and on creating any encumbrance on the 
.immovable property until the debts are redeemed. Similar 
provision will have to be made also in others. 

154. So far we have' dealt with the question of agricultural 
finance as required for long-term purposes as well as those of 
seasonal operations of the farmer. The movement of crops 
equally calls for short-term credit facilities. In the next chap- 
ter we shall acordingly turn to a consideration of marketing 
finance. 



CHAPTER XJI. 

RURAL WAREHOUSING. 

t 

Cf 

155. We have mentioned in a previous chapter that large 

sales immediately after the harvest cause a slump in the' 
market and the producer receives a Jow price for his crop. 
The reasons why he is constrained to dispose of his produce 
as soon as it is harvested are: (a) being in dire need for hard 
cash, he has no resources to hold out for a better price and 
(b) there are no facihties for storing his produce and borrow 
against it, which could enable him to meet his immediate 
demands for cash and at the same time realise a better price 
for his crop. Thus the question of warehPusing and marketing 
finance at once becomes important. ^ 

156. Before we come to deal with this subject, it ‘would 
seem necessary to remove one or two misapprehensions. 
Firstly, warehouse storing is not to be confused with revalori- 
sation (i.e., an attempt to force up the market price by an 
artificial restriction of supply). Its object is much more 
modest. The cultivator very often knows that by waiting for a 
few weeks he could receive a better net return for his produce 
(i.e., after • allowing for tha expenses of holding it), r He is, 
however, so sore pressed for money that in spite of this know- 
ledge he is compelled to part with his produce immediately. . 
Besides, when he is in such a state he can hardly be expected 
to drive a satisfactory bargain with the purchaser. Ware- 
house facihties are contemplated not in order to put a premium 
on speculative holding hf crop which might result in an ulti- 
mate loss, but to enable the cultivator to hold his crop when 
he knows for certain that thereby he 'would raise his 'income 
by a cleeir margin. 

157. We have not the shghtest doubt that there are fre- 
quently cases where a cultivator knows fully that holding the 
crop would pay, but has not the' means to do so. Such cases 
seem to be very common especially in marketing food-crops 
such as wheat and rice. The seasanal slump in price is usually 
fbUftwed within five to six months by a 50 per cent rise iii price 
or more. According to the all-India wheat report, “between 
50 and, 60 per cent is sold in the Inonths immediately following 
harvest. Later, during the mohsoon, supplies fall off, and busi- 
ness is practically at a standstill )n many up-country markeljis. 

. This gives rise to a serious depression in prices at harvest time. 
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and raises problems connected with storage and also with 
transport and commimications.”^ Those who still feel uncon- 
vinced £ind apprehend that the ignorant cultivator would be 
tempted to hold up the crop too long in the expectation of 
rise in price and thus might incur a net loss, would do well 
to remember that even in countries with a “free’^ economy, 
there is a recognised scope for warehouses; and storing facili- 
ties play a vital part even when there cannot be the slightest 
^suggestion for revalorisation or speculative holding of crops 

by the cultivator himself. 

«» 

158. When there are sure prospects of a rise in the price 
of a commodity,^ after the harvest-time depression is over, a 
middleman can, no doubt, buy the commodity at a low price, 
store it and dispose of it later at a substantially higher price, 
thus considerably widening his margin of profit. Nevertheless 
it is possible to exaggerate the actual extent of such profit. 
For we must not overlook that, were this margin to be unduly 
'wide, niore middlemen would step in, and the normal play of 
economic competition alone may be expected to bring it down 
to a reasonable proportion and thus set a limit to the so-called 
exploitation of the cultivating classes. We have seen before 
that the difference between the price paid by the ultimate 
consumer for a commodity and that received by the farmer 
cannot be regarded as the measure of middleman’s profit, 
because there are other charges such as for transport, insu- 
rance and interest on the workinj^ capital locked up in the 
process of marketing, though any reduction in these latter 
cliarges would, other things remaining equal, increase the 
share of the cultivator. Similarly, it would not be correct 
to regard the margin between, say, the high price of rice during 
the monsoon months and the low price of the harvest time as 
necessarily going into the pocket of the middleman. For we 
have to take into account the costs of storing and any incidental 
waste. • Owing to the absence of adequate storing facilities 
these costs are at present unduly high. Better storing facilities 
would, however, automatically reduce such costs; and to that 
extent improve the return received by the cultivator. 

159. Risk-bearing is a difficult and delicate function and 
calls for a good deal of professional skill and expert know- 
ledge. Normally the cultivator is not in a position to under- 
take ^t except within very * moderate limits. Besides, e^p§- 
rience has sho'wn abroad th^ over a number of years the 
farmer marketing his crops i® the season gets mdre or loss the 
same price as he would gel^ after waiting and watching. 
At H. Garsid^e, Economist of the^Ne'w .York Cotton Exchange, 

1. See Report, p.2. 
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in his book “Cotton Goes to Market” shows how the theory 
that prices of cotton at harvest time are usually lower than 
those prevailing later in the season and that speculators receive 
tbe differehce does not always work out in practice. By 
spreading the sale of cotton over the whole year the American 
Cotton Growers’ Exchange working on a co-operative basis, 
Vftas able to return a better price to the farmer in 1922-23 and 

1923- 24, and the same price as in ordinary marketing during 

1924- 25. But during 1925-26 and 1926-27 the grower actually 
received a lower price than what he vjould have received if all 
his crop had been marketed in the ordinary way during the 
harvesting period. 

160. Even if the cultivator himself does not hold* up his 
crop for subsequently realising a better price and leaves it to 
the middleman to bear the risks involved in the speculation on 
price movements, any improvement and extension of ware- 
housing facilities would appreciably reduce the expenses for 
storing or, alternatively, render possible the storing o^ goods 
at moderate costs where at present there are no facilities for 
storing at all. Any benefit accruing from this source may be 
expected to be passed on to the primary producer as a result 
of the normal competition among speculating middlemen. This 
would, by itself, be an ample justification for establishing a 
chain of warehouses in the countryside. Besides, we must not 
forge\ that, as mentioned before, there are at present cases 
where even the ignorant Indian farmer can, without Running 
undue risks, put off the sale of his produce by a few months 
and in the end realise a bigger net return. If storing facilities * 
were brought within easy reach of the cultivator that would 
by itself provide a salutary check on any tendency on the part 
of the middleman to overcharge him, as he will always have 
the alternative of undertaking such storage himself. 

161. What are warehousing facilities for cash crops, are 
cold storage depots for perishables. The traffic in fruits, vege- 
tables and fish can never be sufficiently developed unless rail- 
ways provide refrigerator or cold storage vans, supplemented 
by cold storage depots at suitable centres. At present, cold 
storage depots exist only on a very small scale in places like 
Bombay and Calcutta. In all ccfuntries such depots play an 
ftidfspensable part in the marketing of fruits, vegetables and 
fish; and private enterprises for running such depots has proved 
highly, profitable. The cases for establishing such depots is 
aU ,^he stronger in a tropical bountry-like India and we are 
convinced that the question deserves very much more attan- 

« tion than h^s been paid to it so far. 
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162. It is, however, not enough to suggest that warehouses 
should be constructed in the countryside in order to provide 
better facihties for storing agricultural produce. It is neces- 
sary to examine the technical, financial and administrative 
implications of the questions if practical effect is to be given 
to it. Without entering into details, let us indicate the broad 
outline of a scheme' of warehousing which, in our view, would 
be both practicable and at the same time prove advantageous 
.to the cultivating classes. 

163. In western countries warehouses or godowns are 
often built by private enterprise and run for profit. In the 
United States such warehouses are established within the 
market premises. They are all licensed and are independent 
of both buyer and seller. There is much to say in favour of 
starting warehouses on these lines also in India. With the 
channels of profitable investment so limited in this country, 
private enterprise ought to welcome such an opportunity of 
remunerative investment. On the other hand, there is np 
reason, to fear that storing charges would be excessive if ware- 
houses were run by private enterprise, for (a) competition 
alone could be depended upon to keep such charges within 
reasonable limits, and (b) it should not be difficult to lay down 
statutory rules fixing such charges. Similarly through legisla- 
tion it is possible to lay down the conditions which must be 
fulfilled by every warehouse before a licence is issued to it 
so that full security may be offered for goods stored therein. 
If private capital is attracted to this field, a chain of ware- 
houses can be developed within a relatively short time. 

164. Nevertheless, we do recognise that such warehouses 
would be an innovation in this country and with little first- 
hand experience in this field, private ^enterprise may at first 
not be forthcoming on a sufficient scale. It, therefore, appears 
necessary that the Government should give whatever encou- 
ragement is possible for the construction of godowns or ware- 
houses at least in the initial stages till the prospects of profit 
.begin to attract private capital to an adequate extent. For 
example, the Government can, as part of thejr rural develop- 
ment policy, undertake to provide cheap long-term loans for 
the construction of godowns. The rate of interest charged on 
such advances should not exceed the average yield on Govern- 
ment securities by, say, more than one per cent, and the period 
of repayment might be fixed at something like fifteen to twenty 
years. «Such loans could be advanced to co-operative societies, 
or other approved bodies which? would be responsible for <«on- 
dijcting the godowns. In the absence “of such agencies, there 
is no reason why the Government j^hould not themselves take 
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over the responsibility for keeping a godown and delegate 
the necessary powers, e.g. to the village headman and the 
village accountant. In certain cases it may also be necessary 
to supplen^nt the grant of loans for godowns by small cash 
subsidies. This may, for example, be necessary in backward 
areas where the income from the rent charged on the storing 
of inferior varieties of food grains may not bring in an 
aflequate return. 

165. Railway companies, as recommended by the Indiati 
Central Banking Enquiry Committee, could provide godown 
facilities in suitable places. No doubt, many railway stations 
have godowns already in existence, but these are meant mainly 
for the temporary storage of railway goods and do not provide 
facilities for storing agricultural produce destined to be placed 
sooner or later in the market. Nevertheless, failway s could 
easily extend godown facilities and make suitable arrange- 
ments for storing rural products. Such an undertaking will, 
we believe, be profitable to railways and at the sa^cie time 
prove helpful to large numbers of cultivators and middlemen. 
Uniform rules and regulations could be laid down for the 
construction and administration of such godowns. In any case, 
we think some experimental godowns should at once be started 
at some selected centres. If such experiments prove successful, 
the Railway Board should extend the system. 

166. In all regulated markets it should be one of the 
main tasks of the Market Committee to provide godo\vn facili- 
ties. If the Committee lacks adequate funds at the outset, 
Government should advance on moderate terms the required , 
amount to be repaid later in suitable instalments from the 
market fund. 

167. To the Madras Government goes the credit for having 
been the first to take active steps for stimulating the construc- 
tion of godowns in a number of marketing centres by agreeing 
to share the initial costs. The want of adequate storing facili- 
ties was, according to the administrative report of the 
Registrar of Co-operative Societies in Madras, one of the main 
reasons for the slow progress in the marketing activities of 
loan and sale societies in the ‘province. To overcome this 
difficulty, the Government have been giving loans and free 
grants to these societies for the construction of godowns. 
During 1938-39 five sale societies were given loans amdlinting 
to Rs. 34,525^ and free grants totalling Rs. 11,012. So far loans 
have* been issued to 25 such* societies, to the extent of 
Rs« 2,13,186. Select credit societies have also been given free 
.gtants for the construction o£ godowns. During file year 1988- 
39 threq societies took advantage of this concession and 6b- 
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tained Rs. 2,887 as free grants. So far, free grants amounting 
to Rs. 9,837 have been sanctioned to 15 credit societies, includ- 
ing a union. The lead taken by the Madras Government 
should, in our opinion, be followed in all other provinces. ^ 

168. As regards the actual construction of godowns, 
designs might be usefully prepared by the Public Works De- 
partment and ^ made available free of cost to the intere^s 
concerned. Such godowns must be rat-proof and fire-proof 
dhd afford protection against damage from rain and moisture. 
It should, we think, be a general policy to insure the goods 
stored both in order to reduce the risks involved in storing 
and to facilitate borrowing on the security of the stored pro- 
duce. 

169. This r. brings us to the all-important question of the 
possibility of turning godown or warehouse receipts into a 
negotiable instrument. From what has been said in the open- 
ing lines of this chapter, it is clear that a mere extension of 
storing facilities will not improve matters unless steps are 
simultaneously taken to render possible borrowing on the 
security of the stored produce. However perfect may be the 
w’arehouse system, the cultivator with no resources at his 
disposal and faced with various claims for cash, for paying 
interest and capital to his creditor, rent and land revenue, 
will, in general, not be in a position to avail himself of such 
storing facilities unless he can pledge his produce to borrow 
funds. Besides, as we shall see in the next chapter, there are 
larger considerations for creating genuine trade bills in India 
if the credit machinery is to operate to the maximum advan- 
tage of the economy as a whole. 

170. If godown or warehouse receipts are to become 
negotiable credit instruments, they rpust be issued in strict 
conformity with rules and regulations explicitly laid down on 
the strength qf suitable legislation. It is not our intention, nor 
is it, in fact, necessary for our present purpose, to enter into 
a discussion of the question in all its details. It would suffice 
to indicate broadly the conditions which warehouse receipts 
should fulfil if they are to function as a safe credit instrument. 

(i) Warehouses erected in accordance with official 
rules should be licensed. Receipts issued by warehouses other 
than<he licensed ones should not be negotiable. Warehouse 
licensees may be private individuals, market committees, rail- 
way companies, co-operative societies and other suitable bodies. 

*(ii) The control and custody of warehouses shduld be 
independent Jboth of creditors aqd debtors. 

(iii) Produce stored in warehouses should be insured. 
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(iv) Provision should be made for inspection and classi- 
fication of warehouses and duties of warehousemen should be 
clearly defined. 

* (v) f^ro vision may be made for grading the produce by 

persons to whom licenses may be issued for the purpose. 

(vi) All persons will be entitled to«avail themselves of 
vTarehouse facilities. The issue of receipts fo^ goods which 
are not actually received by the warehousemen will be a legal 
offence. 

(vii) Warehouse receipts must contain the following 
details: the location of the warehouse where goods are stored; 
date of issue of the receipt and its consecutive'number; a state- 
ment as to whether the goods are to be delivered to the *bearer, 
to a specified person or his order; rate of storage charges; the 
description and quantity of goods; the class and grade of any 
agricultural produce, if certified by a person holding an official 
license; if the receipt is issued for goods of which the ware- 
houseman is the owner either solely or jointly or in common 
with others, the fact of such ownership; a statement of the 
amount of advances made and of liabilities incurred for which 
the warehouseman claims a lien; the signature of the ware- 
houseman or some person duly authorised by him and the 
number of his license. 

(viii) Miscellaneous provisions will have to be made as 
regards the conditions for the transfer of such receipts for the 
delivery of goods, for issuing duphcaie receipts when the 
original is lost, attachment of goods for which a negotiable 
receipt has been issued, disposing of goods, particularly 
perishables, unless claimed in time, etc. 



CHAPTER XIIL 


A PLEA FOR BETTER FINANCIAL IRRIGATION. 

171. We have pointed out in previous chapters how, under 
the present system of rural marketing, there is often an em- 
b^irrassingly large supply of some commodity in one place, 
while there is*' an appreciable margin of unsatisfied demand 
for the same commodity in other places. This lack of co-ordi- 
nation is reflected in the unusually high level of inter-regional 
price differences? Such a state of affairs involves needless 
hardship and sacrifice both for the consumer and the producer; 
and we have pointed out how an equalisation of prices over 
a wider area would redound to the advantage of the country 
as a whole. The same remark applies, mutatis mutandis, also 
to credit which is, after all, an economic good. The synchroni- 
sation of plethora of funds in the bigger money markets and 
its scarcity in the rural areas is reflected in the very wide 
margin between the rates of interest prevailing in the two 
cases. This margin involves unnecessary sacrifice of interest 
on the part of the supplier of credit, namely the saver, and 
unnecessary hardship for the consumer of credit in rural areas, 
that is to say, the cultivator. A very much narrower margin 
would, without doubt, benefit both parties. Or, to take ano'ther 
analogy,* the pr^esent distribution of credit facilities reminds 
one of the excessive concentration of rainwater in certain 
regions, while, simultaneously, there is a drought elsewhere. 
If man were to co-operate with nature on an adequate scale, 
in many cases a more rational distribution of the available 
water through a system of irrigation c^als would be possible, 
and prove advantageous to regions suffering from scarcity of 
water a^ well as to the flood-stricken areas. What we need 
most in the field of credit today is, so to say, a system for 
better financial irrigation. 

172. Money has perhaps always been cheaper in bigger 
centres than in villages. In 9 ur times there has, however, 
been an excessive concentration of funds in such money mar- 
kets as Calcutta and Bombay. The reasons are not far to 
seek. For warehouses etc. it tvould not be possible to develop ^ 
a first-class credit instrument which would be acceptable '^to 
banks. Thanks to all these reasons, rural areas have sq far 
derived •little benefit from the growth of modem banks in 
India. The financial requirements of the Indian cultivator Iftd 
to be met by those who alone ^efe in direct touch with him^ 
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and could, as a result, better gauge his credit-worthiness. No 
wonder that, in these circumstances, the cultivator had to 
depend almost exclusively on money-lenders for financial 
accommodation. 

173. In recent years, particularly since the last depression, 
this divergence in the supply of credit between rural and 
urban areas has become far more pronounOed^s^^, Several factors 
have been responsible for this. In times of depression more 
liquid money is thrown into the market, which natural^ 
pushes down the rate of interest. The liquidation of gold 
holdings, in so far as it was not due to distress, increased the 
supply of short-term funds which foimd its way into the 
money market. Incidentally, the pull of the* Post Office Sav- 
ings Bank has always been in the same direction, as it transfers 
funds from rural into urban areas. It cannot be denied that, 
during the last few years, legislative measures adopted by 
Provincial Governments to reduce the burden of debt and 
the rate of interest have caused an exodus of funds from rural 
areas into the bigger money markets, and have thus aggravated 
cases, e.g. in Bengal, it seems almost certain that the smaller 
banks, confronted with a growing competition among them- 
selves, offered high rates of interest to the depositors in order 
to attract new funds. And with the interest rates of banks at 
a high level, there was still less inducement for the small capi- 
talist in rural areas to risk his savings by making new advances 
to t?ie cultivator. It cannot be doubted that as a result of the 
restrictions imposed by recent legislation on^ money-lending 
business in general, the investors in rural areas have become 
nervous. Such restrictions may even lead to quite unexpected 
results. For the honest man may very well be tempted to 
exploit the ignorance of the borrower in every way, with- 
draw from such business and leave the field to the inge- 
nious, if less scrupulous, people who would not hesitate to 
exploit the ignorance of the borrower in every way. It 
was thus the modern joint stock banks grew up in bigger 
centres. And, just as mass production means lower costs, large- 
scale financial catering lowered the cost of credit. As com- 
mercial banks specialise in short-term investment, it was but 
natural that they should, in the first instance, turn to the 
more important centres of business. In the meantime, com- 
petition among commercial banks in large towns has become 
ke3ner. As a result many of them are searching for new 
opportunities for a remunerative investment of their liquid 
funds. In those circumstances, they would perhaps be inclined 
to, bring within their normal range of activities also short- 
term advances to the cultivator. But the disorganised state of 
Indian agriculture, particularly the chaotic state of Rural 
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Marketing, has so far served as an effective deterrent. It is 
not possible for Joint Stock Banks to undertake an examina- 
tion of the .credit-worthiness of each individual cultivator 
before sanctioning a loan to him. Such an e^xaminatictfi 
requires a direct and intimate contact with the villager, which 
is not possible for them. Besides, the time, trouble and Jex- 
penses involved in *the process would be such that the gaui^e 
would not* be worth the candle. On the other hand, in view 
•ot the indebtedness of the cultivators, commercial banks would 
run undue risks if they ^ were to advance money without the 
necesary preliminary examination. How great these risks are, 
has been abundantly shown by the record of Co-operative 
Credit Societies^ which were, aftfer all, very much more 
favourdbly situated as regards the grant of loans to the culti- 
vator, than big commercial banks can ever expect to be. In 
spite of all these difficulties, if proper legislative measures were 
adopted, some kind of safe short-term negotiable credit instru- 
ments, such as crop bills ami warehouse bills, could be deve- 
loped; and commercial banks would, in all probability, have 
heen prepared to accept them. But for reasons already men- 
tioned no such bill has so far been evolved. Warehouse bills 
hold out better hop*3s. But unless the whole system of rural 
marketing is put on a more rational basis through standardisa- 
tion of weights and measures, grading and standardization of 
produce, introduction of regulated markets, licen- 
sed lenders would employ dubious devices^ to 
circumvent the law. In fadt, when one care- 
fully weighs the pros and cons, it might well appear that 
the policy of licensing the lenders coupled with general super- 
vision of their business would perhaps yield better results 
than legislative measures fixing the maximum rate of interest. 
The fear that one’s name may be strqpk off from the list of 
approved money-lenders would act as a salutary and perhaps 
more effective check just on those practices which the law 
wants to do away with. 

174. How could such a situation be remedied and more 
funds made available for investment in agriculture? With a 
low level of interest in the mOney markets which was unpre- 
cedented in the history of India, the Government had a rare 
chance of floating long-term 3loans, say, at 3 per cent, and of 
utilisiAg the funds thus raisec^, for long-term investmenlT in’ 
agriculture through some appropriate machinery. 'The co- 
operative organization if properly reconstituted could, in^many 
cases, serve as a suitable intermediary. Land mortgage banks, 
cooperative qr otherwise, could ^ be es^tablished; and the act- 
xnihistration of funds raised through Government loans could 
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be entrusted to them under carefully prescribed rules. Such 
banks, we believe, could advance loans to the cultivator at 
about 4 per cent, thus leaving a margin of about 1 per cent 
to cover- risks and expenses involved in the process. It should 
not have been difficult to lay down specific conditions under 
which loans should be granted to the cultivator by these mort- 
gage banks or other suitable institutions, to define the purposes 
for which such loans should be sanctioned, (that is to say, 
remunerative investment in land and the repayment of debts 
to money-lenders, after these were scaled down to reasonable 
dimensions in accordance with the provisions of the new debt 
legislation, etc.), and, lastly, to devise and adopt suitable 
measures with a view to ensuring that such loans would be 
utilised exclusively for the purposes for which they were 
sanctioned. 

175. Such a policy would have meant a direct transfer 
of funds from centres where the supply is superabundant to 
the rural areas which suffer from a chronic dearth of capital 
which has of late been further aggravated. It would thus 
have rectified, at least partially, the present maldistribution 
of liquid funds. Such a transfer of money from a place where 
its marginal utility is very much higher would economically 
have been a sound proposition. In view of the vast scope and 
urgent need for capital investment in agriculture, there was, 
in our opinion, almost an unanswerable case for adopting a 
policy on the lines just indicated. Nor is there anything extra- 
ordinary in such a proposal. For, after all, the Provincial 
Co-operative Banks do place funds at the disposal of co-opera- 
tive central banks, while, through these banks, such funds 
filter down to the primary societies. The policy has, in other 
words, been already ,j:ecognised in principle. The rate of 
interest charged by some Provincial Banks on advances made 
to central banks was, however, too high in view of the easy 
money conditions at the financial centres. If funds were raised 
by the Government through long-term loans, a substantial 
lowering of the interest rates would have been possible, while 
the flow of money through co-operative or other suitable 
channels would have been very much stimulated. The autho- 
rities, however, preferred to adhere to the orthodox policy of 
inaction. Long-term loans can,» we believe, be floated even 
^now and the proceeds utiliseej. for the benefit of agriculture, 
although p^haps a higher rate of interest will have to be 
offered. For, since the outbreak of the war, conditions in 
the money market have changed, and the investing public 
^eems to have come ^o believe that the flotation of lafge- 
scale war loans is impending. With such enhanced prospects 
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of new avenues for secure and profitable investment, they are 
not likely to betray the same readiness now to subscribe to 
a loan floated by a Provincial Government, unless a more 
attractive rate of interest is offered. • 

176. So far, we have dwelt on the possibility of a direct 
transfer of funds to Ahe rural areas. But this maldistribution 
of credit facilities must, after all, be attributed to institutionafl 
shortcomings. *Can we not introduce such changes in the 
existing system and/or suitable additions to it as would ensure 
a more even distribution* of funds between the towja and the 
country? Surely the question deserves careful examination, 
for even in a planjied economy, where such exaggerated reluc- 
tance on the part of the Government to take initiative would 
be completely out of place, an automatic regulation should be 
preferred as long as it can secure the desired results as effec- 
tively as governmental intervention. 

177. The simplest and the most effective method of bring- 
ing the Advantages of cheap money conditions to the door of 
the cultivator would, as already indicated, be to induce the 
joint stock banks to participate actively in agricultural credit. 
For some years past, the more important ones of the Indian 
joint stock banks have been establishing new branches. We 
welcome this tendency, for, extensive branch banking can 
make a substantial contribution to the eqvialisation of credit 
facilities all over the country. While such banking has spfead 
to many* small country towns, villages have so far not, been 
linked up with the system. In order to achieve this, two 

.reforms appear to us indispensable; branch banking will have 
to be developed on certain new lines, while first-class agricul- 
tural bills will have to be created. Let us briefly consider 
these points. 

178. There is, we believe, point in the contention that 
Indian banks have till now followed too closely in the footsteps 
of foreign ban^s; and by paying high salaries and occupying 
expensive buildings they frequently raise the cost of branch 
banking to such an extent that it is difficult to pay .their way 
except in larger centres. One of the pressing needs in the 
field of banking in India is hoV to combine the efficiency of 
western banking with the cheapness associated with the village 
Sowcar. It is frequently overlooked that even in a country 
lik^ England, branch banking in,the countryside is remarkable * 
for its cheapness. The credit requirements of .the tenant 
farmer ^re met by the commercial banks with a systq^h of 
branches flung far over the countryside. For examjrile, the 
MicMand Bank Jias scores of branches ii\ agricultural'idistricts,, 
where the staff consists of a IM^anager and a ‘junior’ vrtid does 
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the work of a messenger (the counterpart of the Indian peon) 
in addition to his clerical duties. Sooner or later branch bank- 
ing will have to be developed in India along these lines if the 
credit system is to work efficiently. 

179. Nevertheless, for the time being the more important 
question is to create negotiable credit instruments which would 
fee acceptable to commercial banks. P’or only then will there 
be a sufficient volume of business to be transacted by small 
branches of the type outlined in the preceding paragraph. As 
regards such credit instruments, railway receipts, crop bills, 
warehouse bills, etc. would, to our mind, offer the best 
prospects. 

180. Unlike bills of lading, railway receipts do not at 
present rank as negotiable instruments. One main reason for 
this distinction is that the railway receipt does* not contain as 
full a description of the goods covered by it as a bill of lading. 
This defect, we think, should be removed by calling upon the 
railway authorities to give as full a description as possible 
of the goods covered by the receipts. If this were done, there 
would be little difficulty in treating the receipts as negotiable 
receipts of the same rank as the bill of lading, so that they 
could serve as security for credit as effectively as the latter. 

181. As regards crop bills and warehouse receipts, we 
have already pointed out how these could be made negotiable 
instruments and have also indicated the kind of legislation 
whi6h would be required for the purpose. Nevertheless, the 
attitude of commercial banks will be largely influe^nced by 
their ability or inability to discount these bills or receipts at 
the Reserve Bank. If such rediscounting facilities were 
available they would more readily invest their funds in them 
as they would be in a position to replenish their cash reserves, 
whenever necessary, ^ly rediscounting them at the Reserve 
Bank. 

182. With the establishment of a Central Bank in India 
it was expected that active steps would be taken to promote 
the extensive use of trade bills as self-liquidating credit instru- 
ni^nts. But so far no change has taken place. According to 
thfe Reserve Bank of India Act, the Reserve Bank of India is 
required to create a special Agricultural Credit Department, 
one of whose main functions shall be to co-ordinate the opera- 
tictti of the Bank in connection with agricultural credit (Sec. 

•54v. Section 17 of the Act confers powers on the Bank -to 
engage in certain transactions with a view to rendering active 
assir^tj^ce to agricultural credit.* So far the agricultural Credit 
Department has sought to define the conditions under which 
it would be prepared {o make use of the powers contained in 
&ection^l7 and with this object in view^ it has issued certain 
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circulars. The attitude of the Reserve Bank has given rise 
to some controversy in the country and the public is inclined 
to regard it as unduly conservative. In view of the importance 
of the issue it appears to us necessary to examine it a little 
closely and indicate what, in our view, would be the more 
rational policy for the Reserve Bank to adopt. 

183. Section 17 (4) (d) authorises the Bank to carry on 
and transact thte following business. 

*• “Promissory notes of any scheduled bank, Burma 

scheduled bank, provincial co-operative bank or Burma 
co-operative bank, supported by documents of title to 
goods which have been transferred, assigned or pledged 
to ^ny such Ibank as security for a cash credit or over*- 
draft granted for bona fide commercial or trade transac- 
tions, or fdr the purpose of financing seasonal agricultural 
operations or marketing of crops.” 

The difficulty arises with regard to the words “supported 
by docutnents of title of goods which have been transfered, 
assigned or pledged”. According to the interpretation placed 
on this provision by the legal advisers of the Reserve Bank 
of India, warehouse receipts or warrants issued by an autho- 
rity which is distinct from the lender or the borrower can 
alone be recognised as documents of title to goods. In other 
words, if institutions dispensing agricultural credit desire to 
hold security which can be negotiated with the Reserve Bank, 
they mwst have in their possessiqfi warehouse receipts or 
warrants issued against pledged goods in actual possession by 
, a public body like a market committee or a railway authority 
or a business corporation controlling such warehouses. In 
rural areas the business corporation may well be a co-operative 
one, e.g. a district or provincial society constituted for the 
purpose which will itself not provide Accommodation against 
the goods. Financing may be undertaken either by the local 
sale societies or the central financing agencies. In case, how- 
exer, these latter types of institutions have their own godowns 
the receipts or warrants issued by them will not serve as 
security for credit to be granted under Section 17 *(4) (d). 

184. Thus there seem to be certain difficulties inherent in 
the Reserve Bank of India Act itself, which stand in the way 
of creating a short-term agricultural bill on the basis of the 
^narketing operations in rural areas. With the present position* 
of warehousing organisation there is hardly any {possibility of 
developing such trade bills, unless the relevent section of the 
Act is suitably amended or diffei*ently interpreted. The djjffi- 
culties, nientiqned just now, will„ of co^urse, be obviated, if a 
system of warehouses is erectSd on the lines recommended in 
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the previous chapter. While there is an. unquestionaole need 
for developing licensed warehouses which would be interested 
only in the sorting of produce as a preliminary to marketing, 
^nd would' not themselves undertake any financial operations, 
it will necessarily take some time before they can be developed 
on a satisfactory scale. If the country were to wait till then, 
tjie growth of rural trade bills would be 'needlessly slow. In 
our opinion there is, even within the frameworfc: of ihe present 
marketing and credit organisation, sufficient room for devgr 
loping such trade bills which the Reserve Bank would discount 
without running undue risks. It would be regrettable if an 
exaggeratedly rigid interpretation of the Reserve Bank of 
India Act were to stand in the way of exploiting whatever 
opportunities there may be for stimulating progress* in this 
direction. 

185. There is yet another way of circumventing the legal 
difficulty just pointed out, namely, through the application of 
section 17 (2) (b), which also covers papers drawn pr issued 
for the purpose of financing the marketing of crops. This 
clause authorises the Reserve Bank to carry on and transact 
the following business: 

“the purchase, sale and rediscount of bills of exchange 
and promissory notes drawn either in India or in Burma and 
payable either in India or in Burma and bearing two or more 
goocj signatures, one of which shall be that of a scheduled bank, 
a provincial co-operative bank or a Burma co-operative bank, 
and drawn or issued for the purpose of financing ‘'seasonal 
agricultural operations or the marketing of crops, and maturing 
within nine months from the date of such purchase or redis- 
count exclusive of days of grace’ \ 

From the point of view of developing short-term negotiable 
credit instruments in rural areas, this clause of the Reserve 
Bank of India Act undoubtedly contains immense possibilities. 
The power conferred by this clause constitutes the most effect- 
ive credit movement and aid to the agricultural classes in gene- 
ral. If the bills of exchange or promissory notes resulting from 
the operations of primary co-operative societies, were to be 
made negotiable with the Reserve Bank Pf India, at the Reserve 
Bank rate, all the financial facilities would be directly available 
to the cultivator. A canal would thus be cut joining tHe main- 
^spring of credit supply with the ^agriculture of the country. 

186. Unfortunately, howeVer, the Reserve Bank has so 
far been uAduly halting in making use of the powers con- 
ferred by this clause of the Reserve Bank of India Act. The 
clause lay down that the Reserve Bank could engage in«the 
purchase, sale and retiiscountiug of those bills of exchafige 
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and promissory notes which bear two or more good signatures. 
Tlie word “good” seems to be interpreted so strictly lhat, in 
the present conditions of the co-operative movement in India, 
it becomes very difficult in practice to supply s»uch signa- 
tures. In a second circular, issued on June 12, 1939, by th*e 
Agricultural Credit Department of the Reserve Bank of India, 
and circulated to al> provincial and central co-operative move- 
ment on banking lines, this was specially stressed, the implicl- 
.tjon being that, unless the movement as a whole fell in line 
with the recommendation laid down therein, it would hardly 
be possible for the ReserVe Bank to offer financial accommoda- 
tion. 

ISX. The conditions which, according to this circular, co- 
operative banks will have to fulfil in order to reassure the 
Reserve Bank bf their soundness, may be briefly summarised as 
follows: — 

(i) Cash, cheques in the course of collection and balan- 
* ces with other banks should constitute about 10 per 
cent of the deposits. At least 5 per cent of the 
demand and per cent of the time liabilities, which 
is the proportion laid down by the Indian Companies 
Act for banking companies, should be maintained 
in actual cash. Great caution is necessary as regards 
balance held with other banks as liquidity in this 
case would depend on the liquidity of the latteft:. 

(ii^ The banks will have to lAaintain balances with the 
Reserve Bank equal to 21% of their demand liabili- 
ties and 1 % of their time liabilities. 

(iii) Central banks should be required to hold at least 

25^^ of their fixed deposits, 30% of their savings 
accounts in the form of government securities; and 
for this purpose to transfer an equivalent amount to 
the • provincial bank which will buy government 
securities for them. In this way the provincial bank 
will act as an investment agency for the affiliated 
central banks. • 

(iv) The co-operative banks should attempt as a general 
principle to avoid long-term business; and where 
loans for periods Iqnger than nine months are found 

• necessary, care should be taken to ensure that^tha 
total amount of such* loans does not exceed the paid 
up capital and reserves. * « 

(v) Overdue loans should be shown separately *in , the 
balance-sheet for whioh a ^eleton form has been 
recommended by tlfe Reserve Bank to provincial co* 
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operative banks. “Fictitious repayments”, so widely 
practised now, should be checked. Banks should 
take steps to ascertain the exact extent of their bad 
And doubtful debts. 

(vi) The deposit liabilities of co-operative banks as sug- 
gested by the Maclagan Committee, should not ordi- 
narily exceed 8 to 10 times the paid up share capital 
and reserve. • * 

(vii) Reserve funds should be built up as quickly sfs 
possible. All co-operative cocieties should carry at 
least one-third of their net profits annually to the 
reserve fund until it equals the pa\(d up capital, and 
and thereafter at least one-fourth of the net. profits. 

[viii) The loan and deposit rates of the , central banks 
should be linked with the loan and deposit rates of 
the provincial bank, which in turn should be linked 
with the Reserve Bank rate so that there may be an 
organised structure of rates throughout thd co-ope- 
rative movement. A co-operative bank should not 
as a rule accept deposits for periods longer than a 
year or two at the most, as otherwise the elasticity 
of its interest rates wil be undermined.* Rates of 
interest paid on deposits should not be higher than, 
the Bank rate. 

(ix3 Central co-operative banks should employ an effi- 
cient and well paid staff trained in the theory and. 
practice of banking. They should submit periodical 
statements, say once a fortnight, to the provincial 
co-operative bunk in a prescribed form. 

188. To ensure the safety and liquidity of co-operative 
banks the Reserve Bank has recommended that between 30 
and 50 per cent of their deposits should be invested in govern- 
ment securities and treasury bills through the “agency of the 
provincial co-operative bank. This, it has been argued, is all 
the more necessary because certain types of liquid investments 
like call money and the bills, which are popular with British 
banks form a comparatively small portion of the assets of 
even the larger commercial banks in India so that the possibi- 
lity of the co-operative banks acquiring such assets in con- 
siderable quantity is remote. ^This argument calls for** some* 
qualification. Investments in trade bills, etc. which, from the 
hquidity point of view, constitute the second line of defence 
for^BAtish banks, plays a less important part in this country 
not because such investment^ are very much more limited. We 
Have, in. jthis chapter, been invest^iating how the Reserve Bank 
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by taking an active initiative, creates those very credit instru- 
ments which would enlarge the scope for investing the funds 
of banks in self-hquidating assets and at the same time benefit 
the agriculture of the country. The Reserve BzMk, to our 
mind, is the least entitled to proceed on the assumption that 
this lack of trade bills, etc. would persist, because it lies very 
largely within its ^ower to remove this deficiency from our 
credit system. • To insist that a high percentage of the funSs 
’•f co-operative banks should be invested in government secu- 
rities, may be an effective method of ensuring the liquidity of 
such banks, but such a policy would mean a transfer of large 
amounts of funds from rural areas to bigger financial centres 
and would thus •accentuate the prevailing mal-distribution of 
liquid capital with the consequence that the rates of interest 
in rural areas would be maintained on a higher level than 
would, strictly speaking, be necessary. It should be a cardinal 
principle in rural finance that the deposits attracted by a co- 
operative bank or a similar credit institution should be utilised,, 
as much as possible, for the benefit of the area from which 
such deposits have been drawn. Our objective should be to 
operate with the lowest possible rates of interest compatible 
with security. The public naturally expects from the central 
bank of the country that instead of taking the short-comings 
of the present system for granted, it should take active steps 
for the creation of those conditions in which this objective 
could be realised. * 

189 . All this throws significant dight on the attitude which 
the Reserve Bank has adopted with regard to the whole ques- 
tion of placing the agricultural credit system of the countrjr 
on a more rational basis. It has laid down the conditions 
which co-operative banks will have to fulfil before they can 
be eligible for obtaining financial accommodation. In short, 
it has been asking for a complete rehabilitation of the co- 
operative movement as a condition for any such accommoda- 
tion. It is inclined to overlook the vital consideration that it 
can itself lend a helping hand in bringing about the rehabilita- 
tion which it demands. We all know that, as a result of the 
mistakes committed in the past, the co-operative movement 
finds itself in a difficult position today. How to bring it out 
of its present predicament is one of the most pressing problems 
with which we are confronted. The Reserve Bank, as 
*-^ikim*ate custodian of the country’s credit policy, has not anljr 
the right to lay down the lines along which the movement 
woulcLbe reorganised, it ha^also the responsibility to do all 
that is within its power to bring about the necessary reorgani- 
s^ion. To yrait till the movejment ^ has reorganised itself 
tKrough its own efforts, wouM be to Wait too long. , * 
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190. In the Annual Report of the Central Board of the 
Reserve Bank for the year 1939, it has been observed that 
“no co-operative or sheduled bank has so far- approached the 
Reserve Bahk for financial accommodation against agricultural 
paper”. This statement should not, of course, be taken to 
mean that the co-operative banks or scheduled banks do not 
actually require such financial accommodation. The financing 
of agriculture in India is at present so undeveloped and un- 
satisfactory that such a suggestion would be completely out of 
place. We believe that the unhelpful attitude adopted by 
the Reserve Bank of India in the matter has been primarily 
responsible for the fact that no institution dealing with agri- 
cultural credit has so far found it worth its wliile to approach 
it for financial accommodation against agricultural pkper. 

191. We believe that on the whole the Reserve Bank has 
been pursuing an overcautious policy. It is our considered 
opinion that, even under existing conditions, a beginning can 
and should be made without further delay for using the powers 
conferred on the Reserve Bank by Section 17 (2) (b). Accord- 
ing to this clause, the promissory notes of primary credit 
societies or of central banks bearing on them the additional 
signature of a co-operative provincial bank should be eligible 
for rediscount at the Reserve Bank of India. We strongly 
recommend that, as an experiment, a number of co-operative 
central banks and/or societies from among the best existing at 
preseht, should be selected and that the Reserve Bank should 
declare its willingness to rediscount their promissory jnpotes on 
condition that these notes also bore the signature of the provin- 
cial co-operative bank. The arguments in favour of making such 
a start are overwhelming. . Firstly, the alternative to the policy 
suggested here is one of continued inaction. Such a line of 
least resistence is, however, out of place when great tasks for 
the rehabilitation of rural credit are lying ahead. Secondly, 
the introduction of first-class agricultural paper negotiable at 
present at the Reserve Bank will provide a new fillip to the co- 
operative movement and to the extent its reorganisation on 
sound lines will be facilitated. Thirdly, if the advantages to bo 
derived from such paper are made clear on a small scale other 
co-operative banks whose position is at present less sound, 
will be induced to set their own houses in order with a view 
to availing themselves of similar facilities. And, lastly, once 
therReserve Bank has given a tangible proof of its geftuii^-^ 
earnestness to make itself serviceable to the rural commimity 
in the way mentioned above, co-operative banks and societies 
and^otlier institutions would show much greater readiness to 
act. \ 2 p .to the recommendations which the Reserye Bank mfty 

^ otfer froip time to time/ ‘ 
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192. In this part of the report we have dealt with the 
reform which may be carried out within the present frame- 
work of the crc?dit system of the country. These reforms, if 
given effect to, will, in our view, meet some of the hiost urgent 
needs of the country in the sphere of rural credit. Neverthe- 
less, we are of the opinion that even after the institutional 
shortcomings have* been rectified along the lines suggested ^in 
the present and the last chapters, there will still remain a real 
gieed for devising certain new tj^es of institutions to meet* the 
requirements of rural credit. In other words, apart from 
reforms within the existing credit structure, we believe there 
is also need for introducing certain structural changes. We 
propose to deal* with this aspect of rural finance in another 
part of the Report where we shall offer our recommendations 
as to the insUtutions which, in our view, should be created, if 
the interests of all classes of the rural community are to be 
properly safeguarded. 



PART VI 




SOME CONCLUDING REMARKS. 

CHAPTER XIV. 

WORK FOR THE FUTURE. 

193. Social and economic planning must, from its very 
nature, be a continuous process, if the objectives aimed at by 
planning are to be fully realised. If the new scientifically 
planned social system were to be a perfect one, external con- 
ditions will almost necessarily change and call "for a corres- 
ponding change also in the plan so that planning will, at 
least partially, have to be done anew. In other words,, 
planning in a dynamic world must itself be dynanpic. It 
is, however, hardly possible that the plan initially set up for 
a country like India would be perfect, if only because of the 
fragmentary character of the information at present available 
in many spheres of social and economic life. These remarks 
apply with much greater force to a subject like rural market- 
ing in India. The field is vast, new factors are bound to 
emerge, e.g. a change in the demand for a crop, new sources 
of production, discovery of some substitutes, technical changes 
in the methods of produc'tion, which will necessitate some 
readjustment in the plan. In addition we have to remember 
that our knowledge of the existing conditions are far from 
being satisfactory. 

194. For reasons stated in the opening pages of the Report, 

we have not found it possible to examine separately the posi- 
tion of each rural commodity or group of commodities. With- 
out such an examination, no plan for rural marketing can be 
regarded as complete. Besides, the Report even as it stands 
at present, bears in several parts marks of haste, which was 
inevitable hi view of the time limit set to our deliberations. 
The work done by us can at b^t represent only a stage in 
the process of planning for rural marketing in India, and wiR 
have to be supplemented very considerably before a complete 
filai^may emerge. ' • 

195. We are not aware how the National Planning Com- 
mittee is going to function after* the various sub-conupittees 
hav^ submitted their reports.. From the Red Book of the 
Plaiming Committee it appe^s that the Committee, as soen 
air it has ^ made its recbmmepdtftions, will be absorbed in' a 
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wider H^ody, called the All-India National Planning Commis- 
sion which should be fully representative of the whole of 
India including© the British Indian Provinces and the Indian 
States The Commission will decide later how it ^Should carry 
on its work. Whether it will have any permanent research 
staff attached to it or not, is not clear from the Red Book, 
which simply says ’that “The Commission may appoint a Sub- 
committee or^ Sub-Committees to report to it on technical or 
financial aspects of any industry under consideration and may, 
for expert investigation, employ suitable technicians.’’ It is 
well known that in its e^rly stages the National Planning Com- 
mittee was thinking in terms of large-scale industries which 
could and should be started immediately and that subsequently 
its scope was very much extended so as to include practically 
the whole rapge of social and economic problems. It is not 
unlikely that this broader conception of the functions of plan- 
ning will persist also when the mantle of the present Committee 
falls on the Commission, and that the latter may very well 
decide *to create the necessary staff and organisation to carry 
on all the supplementary work necessary to complete the work 
done by the Sub-committees. That there is need for making 
some such permanent arrangement, if national planning is to 
be run on scientific lines, cannot be questioned at all. On the 
assumption that the present report marks not the end, but only 
the beginning in planning for rural marketing and that the 
Planning Commission, when it comes into existence, wiil pur- 
sue the subject further, we propose, in the following para- 
graphs, to indicate broadly on what lines the future investiga- 
tion on rural marketing could be most fruitfully conducted. 

196. We have already referred to the fact that the infor- 
mation available on agricultural marketing in India cannot be 
regarded as satisfactory. Until recently no systematic attempt 
was made to collect the relevant data. Four years ago the 
Central Marketing Staff started a series of marketing surveys. 
So far all-India reports have been published on wheat, linseed, 
eggs, tobacco and grapes. The Marketing Staff has also pub- 
lished a special report on cold storage and transport in Delhi. 
In addition, surveys undertaken by Provincial and State staffs 
on milk, cattle, coffee, rice, groundnuts, bananas, hides and 
skins, co-operative marketing and potatoes, are in the final 
.gjpges and reports are now being compiled by the Central 
Marketing Staff. Lastly, coihmodities which are still under 
survey by Marketing Staffs^ of Provinces and States and of 
special Cess Committees include wool and haii*, sheep ^ and 
goats, fish, lac and mangoes, apples and other fruits, orafiges, 
alid other cftrus fruits, pineapples, markets and faijs, maize. 
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barley, gram, mustard, rapeseed and coria, cocoanuts, ghee 
and butter, sugar, cashewnuts. Survey work has riot yet 
been started in respect of important commodities such as 
sesamum, castor-seed, millets, chillies, vegetables, dried fruits^ 
poultry, animal fats, honey, etc. 

197. We do not doubt the utility of marketing surveys as 
urldertaken by the Central Marketing Staff. The Reports 
published provide for the first time comprehefisive informa- 
tion on important agricultural products, which is useful nof 
only to traders and businessmen, but also to the general public. 
Nevertheless, we must make it clear that in our opinion, such 
surveys are but a preliminary to the solutiqn of the actual 
problems, and much will depend on what steps are subsequent- 
ly taken on the basis of these surveys for which very large 
sums of public money are being spent. In seveVal directions 
the Central Marketing Staff has already taken constructive 
steps, but most of the work done so far has been of an experi- 
mental nature. It is perhaps too early as yet to p&ss any 
judgment on the work of the staff. Nevertheless, there seems 
to be room for speeding up the whole work. On the whole, 
it is yet to be seen if the extensive and expensive marketing 
organisation which has been created in recent years succeeds 
in evolving a system of marketing the agricultural produce of 
the country which might be regarded as a sufficient quid pro 
quo fpr the amount which is now being spent on it annually. 


198. The all-India marketing surveys which have Mready 
appeared or will appear in future, cannot, in our opinion, 
supplant the need for intensive studies on a regional basis. 
Such all-India surveys tend, from their very nature, to be 
more comprehensive than thorough. They throw useful light 
on a number of generaj, questions connected with particular 
commodities. They do not, in fact they cannot, contain enough 
material for tackling the specific problems whiyh arise in a 
particular place for a particular commodity or a group of com- 
modities. It would be necessary to examine thoroughly the 
conditions prevailing with regard to the marketing of that 
commodity or group of commodities. After the general pro- 
blems connected with the marketing of a particular crop have 
been tackled for the whole country, on the basis of the market- 
ing surveys, there would, in our view, still remain plenty of 
scope to carry on regional investigations on scientific line’s, OK'* 
which real progress very largely depends. 


199. An example will illui^trate this point better. *Some 
yeaiJs ago, a co-operative paddy sale society was started €it 
Bolpur, a^ centre of paddy arid Mce . trade to wh^ch we ha'^e 
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already referred. The society ceased to function soon after 
it A^as “founded. The failure has been attributed to various 
causes but som^ people continued to feel optimistic about the 
prospects of reviving the society and running it pfofitably on 
business lines. Such optimism appeared, however, to be more 
of an emotional character than based on solid facts. Recently 
the whole subject tvas studied from a rigidly scientific an^le 
by the Institute of Rural Reconstruction, Sriniketan, Viswa- 
t>harati. A house-to-house survey in a number of villages 
located near the market was carried out in order to collect 
first-hand data on the aVerage production of paddy per year 
in the region and also to ascertain the volume of surplus paddy, 
i.e., the excess over what is required to meet the consumption 
demand of the cultivator and his family. Statistics on the 
fluctuations of, the prices of paddy and rice have been collect- 
ed from the big arats. Similarly, thorough information has 
been gathered regarding excess weights, etc. (“dhalta*’) 
charged from the cultivator. Besides, information locally sup- 
plied b;? reliable people makes possible a shrewd guess about 
the extent of fraudulent weighment. Detailed figures for the 
quantity of rice exported from Bolpur have been obtained 
from the receipt books of the railway station. On the basis 
of these figures one can at once see how much rice is exported 
to different places. The next step will be to study the prices 
of rice prevailing at the various places to which Bolpur rice 
is exported. One could thus form an accurate idea aboilt the 
diflererxres between the price of rice at Bolpur and those other 
places, and thus ascertain the margin on which the Bolpur rice 
dealers depend for their profit. From the materials already 
collected it is clear that any project for a co-operative paddy 
sale society will, under the present circumstances, help mat- 
ters very little. Thanks to the keen competition among the 
rice mills of which there are some twenty in the locality, the 
cultivator receives what can safely be regarded as an optimum 
price for his &rop, under the conditions prevailing at present. 
Again, pwing to the keen competition among the middlemen, 
their profit has been cut almost to the bone. No co-operative 
credit society will be able to work with such a small profit 
margin; and, with its higher* establishment charges, perhaps 
also the difficulty of finding a really able manager for such a 
society, it would in all probfibility incur loss from the begin- 
51? Tig. * Nevertheless, there is a very strong case for startiiig a 
regulated rice market at Bolpur. This will immediately regu- 
larise ^all market charges and stop malpractices including 
fraudulent weighment, and thus’ substantially improve ,tho 
prospects of securing a better npt return for the cultivator’s 
crbp. * - • 
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200. The example given above shows what can oe done 
by regional studies. At the same time it also indicates the 
method which can be followed in such studies. The Punjab 
Board of Eural Economic Enquiry has done some excellent 
regional studies. Similarly the publications of the Gokhale 
School of Politics and Economics, Poona, include some very 
useful pieces of research work. The more such regional sur- 
veys are undertaken by experts, the greater will be. the benefit 
to the country and the nearer shall we be to the solution of our 
problems. One essential function of planning in future should 
be to encourage, if not actually to initiate, such specific region- 
al studies in as many places as possible. 

201. The importance of regulated markets in rural market- 
ing has already been emphasised. It is probable, cert&inly it 
is desirable, that the system of regulated markets will in near 
future be very much extended. It would, therefore, be very 
useful to undertake an exhaustive study of the actual working 
of all the regulated markets which have so far been in opera- 
tion in India in order to consolidate the results of the past 
'experience. Such a study will prove very useful whenever in 
future it is proposed to start a new regulated market in some 
place. Similarly, although the number of co-operative sale 
societies in India has so far been very small, it would be 
highly desirable to collect all possible information on the actual 
working of the existing societies so that the difficulties which 
they' encounter may be better assessed and suitable means 
devised to overcome them. 

202. Experience gained in other countries in the market- 

ing of agricultural produce is likely to be of great help to us. 
We are far from suggesting that foreign institutions should be 
copied in toto by us. Conditions in India are in many respects 
radically different. Sl^e will ultimately have to evolve insti- 
tutions which would meet her special requirements. Without, 
however, in the least overlooking the importan<?e of relativity 
in economic institutions, we ought to undertake a close study 
of those institutions which have grown up abroad, as not infre- 
quently we are likely to find that such a study provides us 
with a valuable clue to the solution of our own problems. No 
systematic effort has so far been" made to study tbe institutions 
which have been developed abroad for the marketing of agri- 
cultural produce. It should, we think, be one of the of 

lial^onal planning in the field qf rural marketing to make ftliS 
omission good. 

203. Statistics on the production of particular comm'odities, 
on )ihe volume of transactions in them, etc. are indispensable 
for sucessfully tackling markeUng questions. The statistical 
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departiT^ent 6f the Government of India no doubt publishes 
estimates on production, etc., of agricultural goods as well. An 
examination of the methods employed for the collection of 
these data makes? one feel very pessimistic about tl^e accuracy 
bf the figure, with perhaps one or two exceptions. A proper 
marketing organisation presupposes a much more detailed and 
reliable statistical information than has so far been available. 
The collection of statistics is, however, a complicated task. It 
calls for sch expensive network of .collaborators and as such 
must necessarily be undertaken by official organisations. 
Nevertheless, the planning authority can render useful service 
in two ways. Firstly, it can encourage regional surveys which 
should include collection of first-hand figures directly from the 
source. And sec&ndly, it can, if it chooses to do so, offer con- 
structive suggestions with a view to improving the present 
method of collecting data. 

204. All publications connected with rural marketing in 

India and, as far as practicable, with such marketing in foreign 
countries, should be collected in the central office of the 
planning authority. Such a collection will be indispensable 
for a further study of the subject and for keeping abreast of 
the latest developments in the field. In order to ensure the 
continuity of research work on rural marketing we think that 
a small special body might be created, which would periodi- 
cally examine all such materials and offer its recommendations 
from time to time. It could also co-ordinate all regional tsur- 
veys or special investigations, e.g., oji co-operative marketing, 
I’egulated markets, etc. Another function which it could use- 
fully undertake would be to examine impartially the work 
which is being done by the official marketing staffs, compare 
it with the activities of similar bodies in foreign countries, and 
from time to time offer its criticisms and constructive sugges- 
tions. • 

205. In these concluding paragraphs we have tried to indi- 
cate the manner in which studies on rural marketing can be 
best conducted in future. Both the public and official bodies 
have of late been betraying an increasing interest iij problems 
connected with rural marketing and there has been a growing 
appreciation of the urgency of «uch problems. Whatever may 
be the steps which the National Planning Committee decides 
to take in this sphere, we have no doubt whatsoever that rural 
^riiaj^eiing will have to be studied very much more caref ully#in • 
future than has hitherto been tHe case in this country. 



Summary of Conclusions and Reconfinendations. 


1. The N.P.C. aims at a balanced economic structure in 
which about half the population would depend on agriculture. 
Kven if this objective is realised, India will remain a prepon- 
derantly agricultural country. In any schelne of economic 
re-organisation of India rural marketing is bound to occupy 
the key position. (Chapter I). 

2. Rural marketing must be considered as a part of a 
wider problem. If the Indian farmer is poor' primarily because 
the system of rural marketing is defective, the system*-of rural 
marketing is defective because, above all, the .farmer is poor. 
There is thus need for a well-planned all-round attack on the 
various problems of rural life. Though for the sake of con- 
venience different sectors of rural economic life have to be 
considered separately, in reality they are interdependent, and 
the degrees to which an attack in one front will be useful 
depends very frequently on what is done simultaneously in 
other fronts (Chapter II) 

3. The difficulties from which the village producer suffers 
in marketing his produce are due to the dislocation caused by 
the. impact of modern industrialism on the rural economy; 
more specifically, the farmer in general sells his produce at an 
unfavourable place and at an unfavourable time; and usually he 
gets very unfavourable terms. (Chapter III). 

4. Our aim should be not to elimmate the middleman 
root and branch, but to harness him to the system in a more 
useful manner; not to despise and denounce his services, but to 
make them more efficient and rid them of all abuses. Although 
co-operative societies may undoubtedly take over some of the 
functions of the middlemen, in general we doubt very much 
if they could be so developed as to carry on the marketing of 
all rural goods in India without the support of the middlemen 
at any stage. (Paras 35 to 43.). 

5. In planning for the reahsation of a particular objective, 
it is wise not to leave out of account the operation of natural 
forces. In a modem economic 'system where interest groups 
hive been strongly organized, the greatest justificatioir^x - 
planning lies, paradoxical as it may sound, in not ignoring 
economic forces but ensuring that very free play of economic 
forces on which the liber^il economists depended for the 

c realisation of their social objeijtive. (Paras 44, to 47). * 
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6. As long as there are safer and surer methods of helping 

the cultivator it would, to say the least, be premature to think 
in terms of rev^orisation and price control, which are fraught 
with* heavy risks and which are often more alluring than 
really beneficial (Para 48) * 

7, The optimum price for the cultivator’s produce may be 
defined as that price which he realises when the machinery of 
distributiw W 9 rks with the maximum of efficiency. (Para 49) 

I 8. The importance of better communications in rural n\ar- 
keting has been pointed^ out. (Paras 50 and 51) 

9. Not only is the total railway mileage inadequate, but in 
addition, its distribution is far from being ideal from the 
national point ot view. (Paras 52 and 53) 

10. Railway freights constitute the biggest single addition 
to the prime cost of produce transported by rail from the point 
at which it is produced. Indian railways never seemed to 
realise that it was their task to promote and facilitate trade 
and trjlflic. The railways should enquire not what the trsiffic 
can bear, but what they themselves can offer. The present 
freight policy is also supposed to favour exports and imports 
to the detriment of the home trade. Short hauls are often 
relatively much dearer than long distance rates. (Paras 54 to 
59). 

11. We recommend a special investigation of the freight 
question including a comparative study of the freight struc- 
ture oi the more important coimtries abroad. (Para 60) 

12. The Central Marketing staff has secured certain reduc- 
tions in station to station rates. Further opportunities for 
reducing the net incidence of transport costs have been pointed 
out by the Agricultural Marketing Adviser. (Paras 61-a and 
62). 

13. In an ideal system, railways aftd roads are not compe- 
titive but complementary. Feeder railway lines with feeder 
roads are what we need most. But just as we require roads 
to feed railways, so also there must be smaller roads to feed 
the arterial ones. (Paras 63 to 65) 

14. Not infrequently the condition of the first few miles 
of road is the decisive factot for a villager, for the trouble 
and expense involved in bringing the produce to the point 
where better roads begin are in many cases disproportionately 
Leevy, but so far village roqds have been neglected rilosf. 
(Para 66) 

15. The growth of motor ^transport in the countryside 
reuses many problems. The question of prescribing miniiAum 
thickness of icart wheels des«rv^s exaftnination. * (Para 67) • 
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16. Water transport is considerably cheaper than tnmsport 
by rail or road. But so far India has not realised even »a frac- 
tion of the vast possibilities in water transporj with the result 
that she hats remained excessively dependent on her railways 
fc^r the transport of primary produce. (Para 68) 

17. The scope for developing water traffic should be care- 
fully explored; nor should transport by 'ordinary boats be 
neglected. Just as in spite of the advent of motor lorries the 
bullock cart has an assured place in our transport system^ 
so also the boat traffic is likely to remain the cheapest means 
of transport for a long time to come along the smaller water- 
ways. The whole question of water transport is so important 
that we recommend an all-India enquiry on the subject. (Para 
69) 

18. The spread of water hyacinth in Bengal and Assam 
which drives vast areas of cultivated land out of cultivation 
and brings the boat traffic along many smaller waterways to 
a complete standstill, presents a serious problem. (Para 69) 

19. Under conditions of monopoly, interests of the public 
are not always properly safeguarded. The opening up of alter- 
native possibilities of transport by water, both inland and 
coastal, will operate to the advantage of the cultivator as the 
element of competition would almost necessarily result in 
lower rates. (Paras 70 & 71) 

20. We strongly recommend a special study of the problem 
of coastal shipping together with the freight policy • of the 
shipping companies. Conditions in other countries, particular- 
ly in Japan, should also be examined in this connection. 
(Para 72) 

21. The recommendations of the Royal Commission on 
Agriculture for regulate^ markets have been examined. (Paras 
73 to 76) 

22. The working of the existing regulated markets has 
not always been flawless, and only in a very few cases they 
have approximated to the type which was recommended by 
the Commission. Besides, the development of regulated mar- 
kets has been a remarkably slow, process. (Paras 77 to 85) 

22 (a). The actual working of the existing regulated 
markets in India has been surveyed in an appendix to (Chapter 
Vllt (Paras 88 to 112). ^ 

23. The .advantages from regulated markets have been 

summ'ai-ised. (Para 86) , 

*24. Legislation for regulated markets will soon be in exis- 
tence practicrfly in all the provinces and in all the bigger and 
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more important States. We hope that provinces and states 
will make pronjpt and unstinted use of the new legislation. 
The phase of experimentation with regulated markets is now 
over. What is needed at this stage is their multiplication 6n 
the basis of the consolidated results of our past experience. 
(Para 87) 

25. There.is at present an absurd multiplicity of weights 
^nd measures, which affords greater opportunity for cheating 
the ignorant cultivator and has in general a hampering effect 
upon trade and commerce. (Paras 113 to 115). 

26. The Bombay Weights & Measures Act of 1932 is now 
in force in the provinces of Bombay and Sind. The passage 
of the Standards of Weight Act of 1939 for the whole of India 
constitutes a landmark in the process of establishing uniform 
weights and measures. Owing to the force of local trade 
custom and local tradition, standardisation within provincial 
limits have to be attempted first. (Paras 116 to 118). 

27. If the laws passed by provincial legislatures are to 
lead to the desired results, the general public will have to be 
properly educated and made ‘weight-conscious’. Some recom- 
mendations have been offered as to how this can be achieved. 
(Paras 119 to 121) 

28. The Metric system not only for weights and measures 
but also for currency has great advantages. The possibility 
of adopting this system in this ccAintry should be seriously 
considered by the authorities. (Para 122) 

29. The Central Marketing Staff has made a beginning for 
standardisation and grading of agricultural produce. The 
work done by the grading stations has been briefly reviewed. 
Provincial and State Governments h;|ve taken over some of 
the grading stations. The process has been a slow one. Where 
grading has, proved profitable, the multiplication of such 
stations should be expedited and the efforts of the Central 
Marketing staff should be supplemented by the active initia- 
tive of provinces and states. (Paras T23 to 129) • 

30. The need for introducing standard contracts and of 
improving market news service has been emphasised. (Paras 
130 to 135) 

. 31. How to retain the advantages of legitimate specul^io 2 i 
or risk-bearing, and at the saifie time prevent it from degene- 
rating into gambling pure and simple, is one of the major 
problems with which every co\uitl*y is confronted todajr. The 
present state of ‘futures’ markers in India is far from being 
satisfactory. •'The question of%:ug:bing irresponsible speculation 
should, be carefully examined by the authorities. (Para 136) 
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32. Steps should be taken to ensure a much gi*eat6r cor- 
relation between production and marketing. (Faras 137 & 138) 

33. “Utilisation” and processing industries would directly • 
widen the market for a number of commodities. Steps should 
be taken all over the country to explore the possibilities of 
developing such industries. (Paras 139 afid 140) 

. 34. Adulteration of food has been a growing thenace in 
this country. The consumer should be better educated to 
appreciate the purity of foodstuffs and, if necessary, to pay a 
slightly higher price. In addition, the existing Pure Food Laws 
should be examined and supplemented where necessary. They 
must be strictly enforced to stop the evils of food adulteration 
(Para 141) . 

35. Low income of the cultivator is respohsible for his 
indebtedness, which in its turn causes dear credit. On the 
other hand, dear credit is itself a cause of low income, and, 
therefore, helps in perpetuating indebtedness. The problem 
can partly be attacked directly from the credit end. (Para 142) 

36. The failure to draw the distinction between short- 
term and long-term finance and to develop suitable institutions 
for meeting these two t5rpes of credit requirements has been 
a weak feature in the rural credit system. The recent debt 
legislation, though inevitable under the circumstances, has 
upset the financial status quo of rural economic life and thus 
given rise to some serious* problems. (Paras 143 to 1^5) 

37. The short-term and long-term credit requirements of 
the cultivator have been briefly commented upon and certain 
recommendations offered to make him more credit-worthy. 
Steps have been recommended to meet the difficulties, which 
at present stand in th^ way of advancing crop loans and of 
turning the bills resulting from these operations into short- 
term negotiable credit instruments. (Paras 146^ to 154) 

38. Large sales immediately after the harvest cause a 
slump in the market and the producer receives a low price 
for his crop. The reasons why he is constrained to dispose 
of his produce as soon as it is harvested are: (a) being in 
dire need for hard cash, he has* no resources to hold out for 
a better prige, and (b) there are no facilities for storing his 
produce and borrow against it. «A system of warehouses in 
ruihl areas would go a long way in solving the problem. Th^ 
question has •been examined in detail and steps have also been 
recommended for turning warehouse receipts into first class 
creflit instruments. (Paras 55* to 170) 

• 39. There is at present 4 piplhora of funds at the bigger 

money markets; while at the ^bme time rural areas suffer from 
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a scarcity of liquid capital. This is not a happy state of affairs. 
What we need njost in the field of credit today is, so to say, 
^ system for better financial irrigation. (Para 171) ^ 

40. The causes of this maldistribution of credit facilities 
have been examined and commented upon. (Paras 172 to 173) 

41. This situation could be remedied if the Government 
were to float long-term loans and were to make the sums thds 
•liaised available through some suitable machinery to the culti- 
vating classes as long-term loans for productive purposes. 
There was almost an unanswerable case for adopting such a 
policy when the rates of interest in the bigger money markets 
reached a very low level during the depression years. (Paras 
174 to 175) 

42. The maldistribution of credit facilities is, however, 
to be attributed to institutional shortcomings. A canal should 
be cut between the big financial centres and the rural areas, 
so that Jhe liquid money might automatically flow and irrigate 
the latter. The simplest and most effective method of bringing 
the advantages of cheap money conditions to the door of the 
cultivator would be to induce the joint stock banks to partici- 
pate actively in agricultural credit. In order to achieve this, 
branch banking will have to be developed on a larger scale 
and on less expensive lines and at the same time some first- 
class agricultural bills will have to be created. Railway 

• receipts can and should be turned into negotiable credit instru- 
ments. • Similarly, as mentioned before, crop bills and ware- 
house receipts could become first-class agricultural paper. 
(Paras 176 to 181) 

43. Much will, however, depend on the credit facilities 
offered by the Reserve Bank. Section 17 confers wide powers 
on the Reserve Bank to engage in operations which would be 

' of great assistance to agricultural crddit, but the attitude of 
the Bank has so far been singularly unhelpful. The reasons 
for this attituSe have been examined. We have strongly recom- 
mended that a beginning should be made immediately in using 
these powers. (Paras 182 to 191) ^ 

44. Apart from the changes within the existing credit 
structure, there is also need for introducing certain structural 
changes. (Para 192. Also see notes on the Supplementary 
Report to be submitted later.) 

* 45. Planning in a dynamic world must itself be dynatnicf. 
The work done by the Sub-Committee can mark only the 
beginning and not the end in* the process of planning fgif riural 
marketing. Certain suggestiorfs have ben offered as to how 
and on whal lines this work could be continued in fufui;p. 
(Paras 193 to 205) 



\ provisional outline of the Report on Rural Marketing and' 
Finance submitted by the Sub-Conunittee to the N.P.C. 
on December 19, 1939 

C 

. 1. The objective aimed at by the N.P.C. hfls been clearly 
formulated in paragraphs 10-13 of the ‘‘Note for the guidance 
of Sub-Commiltees” (vide Red Book of the N.P.C., pp. 79-80): 
“The fundamental aim to be kept in view is to ensure an 
adequate standard of living for the masseij. An adequate 
standard of living implies a certain irreducible minimum plus 
a progressive scale of comforts and amenities. In order to 
secure this minimum standard, not only will if be necessary 
to increase production, but also to bring about a more equitable 
distribution of wealth. A really progressive standard of 
life will necessitate the increase of national wealth five or six 
times. But for the present the minimum standard which can 
and should be reached is an increase of national wealth bet- 
ween two and three times within the next ten years. It is 
with this object in view that we should plan now.’’ 

2. What are the implications of rural marketing and 
finance in this context? Evidently our Sub-committee is not 
concerned with an increase in the total volume of rufal pro- 
duction, which, according to the terms of reference is allotted 
to the various sub-committees. They wull have to be studied 
the remaining sub-committees of Group 1 (agriculture) as well 
as the sub-committee on Cottage and Rural Industries. The 
task of our sub-committee relates only to the problem of dis- 
tribution, In other words, we have to find out how, given a 
particular volume of production m the vilages, the goods can 
be so marketed as to secure for the primary producer and the 
village artisan, what may be regarded as a fair price in order 
to secure the maximum benefit to the farmer. 

r 

3. The conception of a fair price will necessarily call tor 
some clarification. At this stage it will perhaps suflice to 
point out that we are not concerned with securing an absolute 
rise in the market price of a particular commodity (revalorisa^ 
ftorf) through an elaborate attempt to control the marCer 
itself which inevitably involves ^speculative elements and is, 
in consequence, fraught with heavy risks. It would be‘ safer, 
andy wiser, to proceed in a more modest way; Given the fi;ee 
play of demand and supply, therp is a particular ^market price 
for a comfmodity. Our task w6uld be to determine (a) how to 
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avoid Hndue fluctuations in demand and supply, and conse- 
quently in the price of the commodity, and (b) how to ensure 
.that the margin between the price paid by the consumer and 
that received by the producer is at a minimum. • 

4. (a) immediately points to facilities for storing, etc., 
which will^receive due consideration. As regards (b), there •is 
hardly any rul*al commodity for which k can be said that, 
fven with the given transport facilities, etc., the village pro- 
ducer receives an optimum price for his produce. In other 
words, there is ample scope to narrow down the margin 
between the marjcet price and that which goes into his pocket. 
This m^ans that, with a more rational organisation for market- 
ing rural goods, the income of the village producer can be 
increased. 

5. Why has the village producer so far failed to realise a 
high percentage of the price paid by the ultimate consumer 
for his commodity? There is a host of reasons for this; but 
they may broadly be classified into two categories: (a) while 
in every rational economic system the middleman has an 
indispensable function to fulfil, in India there are, not infre- 
quently, too many middlemen who, among themselves, eat 
up a disproportionately large part of the price paid by the 
final consumer, thus leaving a correspondingly smaller bsdance 
for the primary producer. Why ha^ the burden of middlemen 
tended to be heavier than what it should be? The relevant 
factors are: the ignorance on the part of the villager; lack of 
financial resources to market his produce in the most economic 
way and at the most favourable point of time, his frequent 
indebtedness which weakens his bargaining position, lack of 

, adequate financial facilities from outside which might at least 
mitigate the evils; dishonesty in weights and measures 
employed by* the middleman, which is by no means a rare 
phenomenon; and, lastly, lack of adequate co-operation among 
the primary producers themselves which might induce them 
to pool their resources and evolve a less wasteful system of 
marketing. . 

(b) While, again, transport costs are a considerable item 
in the market price of a pai^icular commodity in every coum 
try, there are reasons to think that, in India, they are ^ery 
often so heavy in relation to J;he costs of production, that they 
effectively hinder the flow of goocfe from one region to another. 
Ti^is is particularly true of commodities which are both btjlky 
and perishahie (e.g., fresh fr^iit^ and*vegetables). The rela- 
tively high level of transport cdsts reflects the inadequacy of 
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transport facilities, just as they are mainly responsible for the 
high level of inter-regional price differences jvhich would be 
unthinkably in the economically more advanced coimtries of, 
the West. Heavy cost of transport, lack of facilities for cold 
storage, etc., explain why often there is an embarrassingly large 
supply of some commodity in one plac^ which keeps the 
pieces abnormally low, while at the same time there is a 
sub{5tantial margin of unsatisfied demand for the same com- 
modity in other places. This mal-adjustment between demand 
and supply, a synchronisation of plethora and scarcity, is prima- 
rily due to the fact that for a large number of rural articles 
the local market is much too limited, which in its turn is to 
be attributed to the insufficient development of communications 
in rural areas. The bigger the market, the greater the advan- 
tage from the point of view of both grower and 'consumer, for 
a bigger market brings about an adjustment of demand and 
supply over a wider area, or, which is the same thing, the field 
of division of labour is enlarged. •* 

6. To sum up, in the general scheme of national planning 
rural marketing comes in (a) as a means of increasing the 
income in cash of the village producer by securing a better 
price for his produce primarily through lowering the expenses 
of distribution, and (b) as a means of securing a better flow 
of rural goods so that (i) rural production would be stimulated 
and (ii) the margin of unsatisfied demand would be very much 
smaller. .This means that the work of the sub-committee boils 
down to a study of the deficiencies of the human and mechani- 
cal agencies of distribution, to determine what scope there is 
of (a) cutting down middleman’s profit or commission, and (b) 
of lowering transport and other incidental costs (finance, 
insurance, storage, etc.^ and what steps should be taken to 
achieve both. 

< 

7. So far we have sought to clarify some underlying 
assumptions. Rural marketing cannot, however, be discussed 
in the absttact. Once the basic principles have been enun- 
ciated, there arises the problem, of applying them to specific 
cases. Now, rural goods do not constitute one homogeneous 
group. They are so numerous and so varied in character that 
^ach commodity or group of comAiodities may be expected to 
revfeal difficulties which apply only to that commodity or group 
of commodities. It is, therefore, ^dispensable to classify rural 
goods and group together e those commodities whicii are 
chaf acterised by more or less similar features and could con- 
veniently be treated tc5gethe!r fpr discussing the problem ^of 
marketinb. The categories siiggested below cover practically 
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the full range of rural goods and may be expected to serve our 
present purpose:— 

A. Cash Crops: 

1. Cotton 

2. Jute. 

3. Sugarcane. 

. 4. Wheat. 

5. Groundnut. 

6. Linseed. 

7. Other oil seeds. 

8. Bice. 

9. Tobacco. 

B. Vegetables and Fruits. 

C. Eggs. 

D. Milk* and Milk products. 

E. Fisheries. 

F. Cottage Industry goods. 

G. Hides and Skins. 

8. In order to do full justice to the problem of marketing 
rural goods in India one should have to (i) investigate the 

•position of the cash crops separately; (ii) deal separately ^vith 
groups C, D, E, G; and (hi) must Surther split up groups 
and F into convenient categories and investigate their respec- 
• tive positions. 

Add to all this the fact that, in a vast country like India, 
there are bound to be very pronounced regional variations 
^for every article or group of articles apd that such variations 
should be carefully ascertained and evaluated while recom- 
mending steps for a better marketing organisation; and the 
baffling magnitude of the task in front of us will at once be 
clear. Evidently, this would be the work not for one Sub- 
Committee but of many Sub-Committees and pot of six 
months, but of many years. 

• 

9. What, then, should be the exact function of our Sub- 

Committee? What attitude; should we adopt in our final 
report? ' , • 

At this stage and with the time at our disppsal we can 
hardly, imdertake to do more*thai\ the following : — ^ • 

, .(i) Offer some general considerations on the way in which 
the task of evolving a better lyarketin^ organisation shoulcf h^ 
approached; * ‘ 



156 NATIONAL PLANNING COMMITTEE 

f 

I 

(ii) Give our considered opinion on the more inaportcint 
of the current proposals for an improved marketing of rural 
goods in ^ndia; 

• (iii) The Department of Agricultural Marketing in India 
has been working for a few years and has already published 
several reports (e.g. on wheat, linseed, • eggs, tobacco, cold 
borage and transport of perishable produce in pelhi); and 
we might offer some comments on the work done so far. The 
same would hold good about the activities of the Marketing 
Section of the various Provincial and State Governments. 

(iv) For Cotton and Jute Marketing we have special 

organisations. Again we might give our vie'iv on the work of 
the Colton and Jute Committees. ' 

(v) As regards the remaining commodities or groups of 

commodities, we might, here and there, throw some light and, 
for this purpose, draw upon the experience of the members 
of the Sub-Committee. ^ 

Apart from these, we shall have to consider whether any 
special organisation or institution, including research bureaus, 
should be set up to work along the lines to be indicated by 
us, or, alternatively, if the existing marketing organisations 
were to be utilised for the purpose, whether they would call 
for any modifications or extensions. 

10. Let us not forget at this point that economic planning 
presupposes a readiness on the part of the State ta act up 
according to the plan. In India, the force of circumstances 
has brought about an unfortunate division of functions, and 
we are planning independently of those who are sitting at the 
helm of affairs. Nevertheless, as the Chairman of the N.P.C. 
emphasised in a note, dated June 4, 1939 (vide Red Book of 
the N.P.C. , p. 73) the plan for a national development should 
be drawn up “for a free and independent India'’. In other 
words, in making our recommendations we * need not be 
troubled about the possible attitude of the Government. Our 
concern is to indicate what should be and not what will be. 

t 

(Sd.) Sudhir Sen, 
Hon. Secretary. 

9-12-1939, 

.Sr^iketan, 

Visva-Bharati. 



'Notes on the Supplementary Report to be submitted later 

to the National Planning Committee * 

• * 

1. As mentioned in para 190 of the Report, we have up 
till now dealt with Rural Finance only in so far as reforms 
possible within the* present frame-work of rural credit arp 
concerned. • Wahave also mentioned that in our opinion cer- 
tain structural changes are necessary and that we propose to 
devote another part of the Report to this aspect of Rural 
Finance. Besides, so far we have mentioned co-operation only 
in an incidental way. In view of the overriding importance 
of co-operation ill rural marketing and finance, this subject 
should, in our opinion, be exhaustively dealt with. Acordingly, 
we propose to .undertake a closer study of co-operation — its 
Present Position and Future Possibilities — with a view to 
submitting certain constructive suggestions 

2. Ic the course of our discussion on the Draft Report, 
it became clear that both these questions would call for a 
more careful consideration than was possible for us within 
the limited time at our disposal. We, therefore, decided not 
to submit just now our detailed recommendations on these 
subjects. A draft report on these parts will, however, be 
prepared and circulated by the Secretary among the members 
in the course of the next month. We then propose to arrange 
*for a special discussion of this draft, which, as it now appears, 
could be most conveniently held pethaps at the end of June 
next. 

3. We do not think that this delay in submitting the 
chapters on the questions mentioned above, should in the least 
affect the work of the National Planning Committee, as the 

mtmore immediate issues have already bc«n dealt with in those 
.parts of the report which we are now submitting. 

4. NevertReless, it may be useful to indicate here, in broad 

outline, the recommendations we are likely to make in our 
Supplementary Report. ^ 

(a) India lacks a suitable system of Land Mortgage Banks. 
The existing banks are far fronf being adequate for the country. 

(b) Land Mortgage Banks will necessarily call for a much 

greater degree of State-aid th^n ordinary co-operative credit^ 
institutions. The feasibility and the desirability of startfhg* 
State Banks for advancir\g lor^g-term agricultural ioans in the 
mortgage of land will be examined. # ^ 

• (c) As regards co-operation, a much greater degree ? of 
autbnomy for •the co-operative^ ir^ptitutiftns seems to b^e neces- 
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sary. In other words, at present the control frofn above 
appears to be excessive. • 

(d) The primary co-operative credit sc»cieties should, as 
at present;, be federated into larger bodies, at the apex of 
Vhich there should be the Federal Co-operative Bank. The 
official head of the Co-operative Department (at present the 
Registrar) should have direct dealings only with the Central 
fcody at the top in so far as business policy and ipaanagement 
are concerned. 

I 

(e) Co-operative sale societies should be organised on a 

similar basis. Such societies may be organised on a single 
crop basis or they may deal with a number of crops, which- 
ever may be found suitable. Such sale societies should also 
be federated in the ^ame way as credit societies *and the 
Registrar should deal exclusively with the Central Body at 
the top as far as business policy and management are con- 
cerned. Such federated bodies should, for all practical pur- 
poses, enjoy as much autonomy as possible. ^ 

(f) For a long time to come it is very likely that a large 
number of people will remain outside the range of co-opera- 
tive societies dealing either with credit or with the sale of rural 
commodities. It would hardly be possible, nor would it be 
desirable to compel people to join co-operative organisations. 
The poorer sections of the community who need the benefits 
of co-operation most may find it difficult to join the move- 
ment because they lack the necessary credit. The interests; 
of these classes must, however, be safeguarded. Only State 
or State-aided institutions can serve this purpose. We propose 
to examine the type of institutions which could best meet this* 
need. 

(g) For certain parts, particularly the so-called backward 
areas, grain banks may prove useful. 

(h) The desirability of establishing some thrift institu- 
tions, for example, like the Trustee Savings Banks of Great 
Britain, will also be examined. 

5. We have tried to indicate above in the briefest possible 
way the questions we propose to discuss in the remaining parts 
of the Report. As already mentioned, tliese questions have 
mainly long-run implications so that they need not affect the 
immediate work of the National* Planning Committee. At the 
satne time, we propose to undertake this work as it secerns 
necessary to us to bear in mind the type of institutions which 
we fnpst ultimately evolve, so that the system of rural market- 
ing and finance may operate to the maximum advantage of the 
^village community. * 



RESOLUTIONS OF THE NATIONAL PLANNING 
COMMITTEE. 


The Final Report of the Rural Marketing and Finance 
Sub-Committee was presented by Dr. Sudhir Sen, Secretrry 
of the Sub-Committee, on May 9, 1940. The Chairman of the 
Sub-Committee, the Hon’ble Mr. Ramdas Pantulu, was unable 
to be present. , 

Discussion continued on the 11th, 12th and 14th. The 
following resolutions were passed. 

1. ‘The practice of gambling in “futures” markets is objec- 
tionable and injurious, and should be put an end to. 

2. “Utilisation industries,” e.g. for canning fruits, pro- 
ducing fruit juices, tomato sauce, chutney, etc., and “process- 
ing industries,” e.g. husking paddy, grinding wheat, curing to- 
bacco, will directly widen the market for many agricultural 
products and frequently fetch higher net prices. Steps should 
be taken all over the country to explore the possibilities of 
developing such industries. 

3. Adulteration of food has become a growing menace in 
this country. The consumer should be better educated to 
appreciate the purity of food-stuffs, and, if necessary, pay a 
shghtlj^ higher price. In addition, the existing Pure Food 
Laws should be re-examined anH supplemented whenever 
necessary, and must be strictly enforced so as to stop the 
evils of food adulteration. 

4. Rural Finance: The failure to draw a distinction bet- 
ween short-term and long-term finance has been a weak 
feature in the rural credit system. Suitable institutions for 
meeting these two types of credit requirements should be 
developed, and simultaneously steps should be taken to 
increase the credit-worthiness of the cultivator. 

5. The growth of co-operative land mortgage banks has 
been very slow except in Madras; their individual loans are 
relatively small, while the total volume of their transactions 
has never been large. The extension of these banks on proper 
lines can go a long way in» meeting the demand of the culti- 
va4;or for long-term accommodation. It is desirable, how^vei*, 
to supplement Co-operative Land Mortgage Banks, with State 
or State-aided Banks fbr dealing with long-term agricultural 
credit. The credit thus raised should be used for productive 
p^tirposes. 
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6. Short-term loans are needed by the cultil/ator^ mainly 
for his seasonal operations and for the marketing ancj move- 
ment of his crops. He should, therefore, be in a position tb 
borrow ag^itist the hypothecation of die croj/to be raised and 
against the produce after it has been raised. In order td' 
render crop hypothecation both cheap and easy, the necessary 
security must be provided by taking such steps as making it 
ap offence for a cultivator to remove or di^^ose of hypothecat- 
ed crops, creating a form of chattel mortgage ip respect of the 
cro|) in favour of the creditor whose claim will have priority 
over all others. The creditor in this connection means the 
State, a co-operative society, or some similar agency controlled 
by the Stale. 

7. We recommend strongly the establishment of the 
system of public “warehouses” for storing the produce of the 
cultivator on the lines suggested by this Committee. The 
warehouse receipt may be used as security for obtaining 
accommodation. 

8. We recommend that regional investigations , on the 
problem of Rural Marketing be made on scientific lines. It is 
also necessary to have more detailed and accurate statistical 
information than has hitherto been available. Steps should 
be taken to compile more comprehensive statistics on agricul- 
ture (production, consumption, trade, etc.) and the appropriate 
agency for this purpose should be devised. 

9. In a planned society. Rural marketing should be orga- 
nised on the co-operative principle, and eliminate unne'jressary 
transportation of goods. The purchases of rural requirements 
should also be included in the above organisation. 

10. For the transitional stage, we recommend that regu- 
lated markets should be extended widely and worked more 
efficiently in the interest of the cultivators. All dealers in 
agricultural produce should be licensed in order that their 
transactions may be controlled. 

11. Standardisation and grading of agricultural produce 
should be introduced, and grading stations under State control 
be established, as quickly as possible. The introduction of stan- 
dard contracts should be expedited so as to cover the staple 
products of India. The market news service should be further 
developed. 

12. In view of the fact that the attitude of the Reserve 
Ban^ has so far been unhelpful in regard to agricultural credit, 
we are of the opinion that the powers conferred on the Bank 
by Section 17 of the Reserve Bank of India Act should be 
utilised immediately to make the financial facilities more easily 
available to the cultivators. 



QufelONNAIRE. 

•66. What are the facilities for marketing all the available 
produce in your Province, agricultural, industrial, forest or 

mineral? — Within as well as outside the Province? • 

* , 

. ^ 67. What is the market for the products of cottage indus- 

tries, small scale industries, and large-scale mechanised modem 
industry in your Province? What room is there for the deve- 
lopment of the existing local market for the consumption of 
the raw materials, as well as for that of the finished products 
made fsom the raw materials? 

68. What gre the impediments in the way of a smooth and 
rapid marketing of local products in your province, with 
special reference to: — 

(a) ,proper grading and certification of quahty, 

(b) adequate storing of quantity, 

(c) financing of the produce awaiting sale, 

(d) transport facilities for taking produce of all sorts from 
the place of production to a central market, where 
storing and grading may be feasible, and all incidental 
services readily available? 

69. How far is the existing middleman participating ia the 
"processes just named likely to cause, an excessive burden upon 

the primary producer, as well as on the consumer? 

70. What steps, if any, are adopted in your Province to 
avoid or minimise the burden thus imposed by the middlemen 
upon the producer and consumer? 

71. What rule would you design f^r the organisation and 
"proper distribution throughout the province of the middlemen 

so as to fit in,^with the main scheme of the Planned develop- 
ment, and so as to minimise the number of middlemen, the 
frequency of their intervention in the process of the transfer 
of goods and services from the producer to the cor^umer and 
the consequent burden imposed by them upon the producer 
and the consumer? ’ 

72. How far is it possible for Government to help to orga- 
nise the system, marketing,* or exchange of all commodities 
within the Province, and remove the impediments in the v^ay 
of the most effective and,ecormmical marketing, so' as to secure 
the maximum proportion of the pnice obtained from the even- 
tual consumer for the benefit of the primary producer? J 

' * *The fixrabers are from •the General Questionnairn. 
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73. To what extent have measures been adopted, ii at all, 
for the systematic control and regulation in public interest 
of the whole volume of internal trade in tlie Province? 

c 

, 74. How far is it possible within your Province to regulate 

all prices of all necessaries of life produced or sold in the 
province in such a manner as to a^ure a predetermined degree 
ofca profit margin to the primary producer ? Do you consider 
it desirable to have such a policy? ^ 

75. To what extent is the reservation, provided for in the 
Constitution of 1936, of all powers and functions in regard to 
the control and regulation of credit, currency, and therefore 
also of prices within the country in the Central Government of 
India, a factor militating against the success of any scheme 
of internal fixation or control and regulation of prices within 
the province by the Provincial Government? * 

76. In the absence of any control of the currency and 
credit system of the country, in the hands of the responsible 
Provincial Governments, how far would it be possible for 
Provincial Governments to introduce a system of internal bar- 
ter, so as to reduce the importance of the cash nexus in the 
settlement of any trading transaction in the Province, and 
thereby avoid the influence of outside factors affecting the 
general price level? 

77. How far would the existence of free and competitive 
trade — so far at least as foreign trade is concerned — frustrate 
any attempt at all round price control within the Prbvince? 

78. How’ far is the collective organisation of the village 
population, oi- of other primary producers and consumers into 
compact units, a practical proposition in your Province, and 
to what extent would it help to achieve minimising the inter- 
vention of the middleman, and consequently, of the toll levied 
by such middlemen, on the producers as y^ell as consumers 
in the determination of the price-level within the Province? 

79. What is the extent of the aggregate trade of your 
Province with (a) other provinces and states in India, (b) 
outside India? 

80. What are the principal articles of imports and exports, 
classifying them as (i) food-.stuffs, (ii) industrial raw mate- 
rials, (iii) finished or semi-finishod products of industry, (iv) 
fneo^lianical or other equipment, ior indu.stry, (v) materials^for 
the conduct, organisation and supply of all accessory articles 
for such services as Transport, Public Health or Education? 

'tSl. To what extent are the articles of agriculture, as well 
as products of industries, at present imported into' the province, 
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(K>ssibl^ to be made, or are actually produced, within the 
province, or cannot be produced at all on a competitive 
commercial basij? within Vhe province itself? 

82. Is there any produce of your Province which can he 
regarded as the exclusive or partial monopoly of the province? 
How far is such projduce at present disposed of to the ultimate 
consumer? To what extent is such produce worked up into 
finished products ready for consumption, within the provipce, 
hr within the country? Or, in the alternative, to what extent 
is the produce exported, abroad? 

83. What are the directions in which a wider development 
of the international or inter-provincial trade of your province, 
both aa regards exports and imports, can be effected? 

84. To what extent, and in what manner, would you 
suggest a close control and regulation of the trade of your 
Province described in the preceding question? 

85. 5 What are the handicaps or impediments in the way 
of a proper development of the internal trade in the province, 
of its inter-provincial trade and of its foreign trade in respect 
of: — 

(a) financing, 

(b) transport, 

(c) relative stabilitv of the price-level, and 

(d) a proper marketing organisation? 

In what wav are these handicaps ^capable of being removed 
or remedied? 

86. How far is it possible to fit in the requirements of the 
trade and commerce of your Province, both within the Province 
itself and outside the Province, with the general scheme of 
Planning for the collective economy of the nation considered 
in the aggregate? 

87. To what extent would the regulation of the foreign 
and overseas ‘trade of India by such means as specified Trade 
Treaties with our principal customers in the world benefit 
your Province? 

88. How would a system of Imperial Preferen'ie affect the 
economic condition and the .local, Indian and foreign trade 
of your Province? 

89. What are the principal agencies conducting the foreign 
trade of your Province? Wnat methods of regulating the ^ad^ 
do you suggest? 

90. In what way w®uld 4he trade of your Prbvince-^i-local, 

Indian and foreign — ^be affected' by the modificatioil of the 
ppinciple of private enterprise, in all branches of production 
and consumption of goods and, services? , * 



' "summary of deveI^opme^s. 

( 

A good many of the development? in Rural Marketing 
have already been noticed in the Introduction. The most 
noticeable growth in recent years is the growing vogue of 
Grading or Standardising officially the qualitj? of rural pro- 
duce, which helps effectively in marketing at home as well as 
in foreign countries. Another development of first magnitude 
has occurred during the War in the shape of Control of Prices 
and Rationing of Supplies. Though introduced first as part 
of the War Effort, it is an indispensalffe ingredient of Scientific 
Planning. There has been some demand for the relaxation 
of price control with the end of hoslilitie.s — inainly on the 
ground that the system of control in food-grains, jute and 
cotton, sugar, cloth, coal and other essential agricultural com- 
modities, has resulted in increasing corruption in public offi- 
cials. But without such control and regulation the weaker 
elements in the community would have been driven to despair. 
Besides, bribery and corruption were by no means unknown 
in the days before Rationing and Price Control, even in tiiie 
best organised industries; nor were these a monopoly of the 
public official only; while the exactions from the illiterate 
peasant by a host of official or non-official harpies were too 
complicated and camouflaged to be always understandable 
even by .those who practisecl them. Given the present position 
of the Agriculturist in India, it is hopeless to expect any real 
improvement in his conditions or prospects, without a me^i- 
sure of control, regulation and .supervision of the elements 
which help to dispose of agricultural produce. 

The Agricultural Marketing Department, and its devicje 
of “AGMARK” have an abiding utility, which, it may well be 
urged, should be integrated in the National Plan'’ and mqde a 
permanent feature of that Plan. The Department has its own 
stalls of agricultural produce, with its own hallmark of quality. 
They work fh close co-operation with the Price Control Mecha- 
nism. 'Where the manufacturing industry using agricultural 
produce as raw material is well organised and powerful, e.g.. 
Cotton Textiles, the interests of tl\e cultivator do not seem to 
hav| been scrupulously and effectively attended to in fixing 
prices and rationing supplies. The fixing of floor and ceiling 
prices ^or' .standard quality of cotton has been notorious^ far 
below iferity with the Amferipan Cotton, while the cotton 
' producer was cut off from his pre-war export markets. At 
the same tjme the principal coi:\stu.ner of raw cottofi, the Cottc^ 
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Mill Industry, was not only assured a full demand for its 
Sutput at disproportionately high prices, but, until^ quite recent 
times, was left ftee to e^loit to the hilt the country’s own 
demand for its products. p 

This seems unavoidable imder the existing social system, 
where the industrial manufacturer and his middleman mi^t 
always grqw richer at the cost of the peasant. The Planning 
Authority must take care, however, that the phenomenon is 
not repeated in planned economy. The growth of the Black 
Market is much greater* in industrial than in agricultural pro- 
duce. It is mainly a town phenomenon; but its tentacles 
spread out into tke rural areas also, not less effectively because 
they are less visible. The agriculturist suffers much more than 
the town labourer or consumer of such black market supplies. 
The recent scarcity in food-stuffs has led to an unprecedented 
development and elaboration of the machinery for procuring 
and holding stocks by public authorities, in order to ensure 
adequate supply of essential commodities to the individual 
consumer; and maintenance of fixed prices. This has not ended 
Black Marketing; but it has saved the peasant from total 
destitution. It has not quite justified the saying that true 
civilisation consists in a Survival of the Weakest; but it has 
proved the possibility of prolonging the agony of a dying 
patient by keeping him on oxygen. 

Thpnks to the world shortage of food, a new department 
of the Central Government has been established to deal with 
Food and Agriculture in general; while Industries and Sup- 
plies — another war-time addition to the Central Government 
Departments — attends to the production and supply side of 
many commodities which are produced locally or imported 
from abroad. The Import as well as thf> Export Trade is closely 
regulated by a widespread system of licensing, which, though 
not as universal and rigid as a rigorous planner may desire, or 
a complete socialisation of the national economy may require, 
Ls nevertheless proving sufficiently effective to warrant its con- 
tinuance and extension notwithstanding the complLints of inte- 
rested parties. 

A direction in which the Agricultural Marketing Depart- 
ment may prove to be still more useful than it has done hither- 
to is in the collection, compilation, and publication of statis‘*’4cai 
and other objective information relating to agricultural pro- 
duce, ,both at home and ^bro^id. piere is a great lack^of such 
data, indispensable for effective planning; and every defSart- 
mctot which helps to make good this ^ck must needs ser'^e a 
mtet useful i>urpose. 
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Early in 1945, the Central Government set as pairt of the 
Policy Committee No. 5 on AgricuUure, Forestry and Fish- 
eries, a spe^^ial Marketing Sub-Comn^tee to fixamine the entire 
question of agricultural marketing, the maintenance of stan- 
dards, of purity or quality, the establishments of warehouses, 
and the organisation and functions of the Central Provincial 
Marketing Departments. The Sub-Comrhittee is reported to 
have finished deliberating, and its Report is likely ^co form the 
basis of policy in the future organisation of Rural Marketing. 

From the standpoint of the individual cultivator, the besi 
help comes from the Co-operative Society, which attends tc 
production and sale. There were, on the 30tk June 1943, some 
15,399 such societies in British India; with a total membership 
verging on 23 lakhs. Ihere is a very wide field of development 
in this regard, which no Planning Authority can overlook. Foi 
the principle of self-help would be a source of immense 
strength to the producer, even whto planning is complete and 
universal. The financing of Agricultural produce i4 mainlj 
done still by the village merchant, though the Reserve Banb 
of India has a separate Department for the purpose, while the 
Co-operative Credit Society is taking an increasing hand ir 
the business. 
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